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OVERVIEW

1.1 ADDRESS BY THE CHAIRMAN OF THE
BOARD

Dear All,

I am proud to present the annual report of Amber Grid, a Lithuanian
gas transmission system operator belonging to the EPS0-G group of
companies, for 2020. It shows that despite the significant changes
in the operating conditions caused by the COVID 19 pandemic, the
professionalism and co-operation of the company’s employees
helped Amber Grid smoothly ensure stable and profitable operation
of the company and pro-actively continue the implementation of
important projects for energy security and regional integration.

In 2020, the benefits of Amber Grids targeted development of
gas transmission infrastructure and regional market integration
became more than obvious. The developed infrastructure ensured
flows that meet the needs of gas system users and allowed market
participants to take advantage of the extremely favourable prices
in the global gas market.

The positive dynamics of Amber Grids results were mainly
influenced by the significant increase in the volume of gas
transmission services to Latvia due to the favourable gas prices
and the start of the connection between Estonia and Finland,
as well as by the significant increase in gas consumption in the
country’s energy sector. This was offset by lower revenues at the
beginning of the year due to warmer weather, as well as a lower
service tariff applied to Lithuanian gas transmission system users.

After completing the necessary preparatory work, on 1 January
2020, the regional gas exchange GET Baltic, operating in the
Lithuanian, Latvian and Estonian markets, started operating in
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Finland, becoming one regional trading platform for the Baltic
and Finnish gas market participants. This contributed to price
convergence in the region and facilitated cross-border trade
between the Finnish and Baltic gas markets.

The very positive thing is that with the construction of the
international gas transmission connection to Poland GIPL, due
to proper project work planning and risk management ensuring
project quality, 60 percent of the project work was completed in
just one year. To finance the GIPL project, a contract was signed
with the European Investment Bank on very good terms for a
loan of EUR 65 million for a term of up to 18 years. This shows the
recognition of the impartance of this project.

The fact that in 2020 the most difficult GIPL gas connection works were
carried out beneath the country's largest rivers and that the section was
tested and connected ta the gas transmission system allows us to feel
confident that all the works of this important project will be completed
on time by the end of 2021. It is now important, in cooperation with
the partners of the region, to find solutions as to how to increase the
efficiency of the use of the economic potential of the new connection.

We continued other important planned works - the new strategy
of Amber Grid, in which, based on the results of RAIDA 2050, the
most important directions of the company’s activities for the next
decade were identified, gained clear contours.

Having regard to the directions of sustainable development set
out in the European Commission's strategy “The European Green
Deal’, the growing demand for green gas in Europe is expected.
Contributing to the promotion of green energy development in
Lithuania, the connection of biomethane producers’ systems to
the common gas transmission network is planned for 2021. We also
evaluate the possible implementation of hydrogen transportation
technologies through natural gas pipelines.

All of this was not easy to do, especially when working remotely.
We also see that the risks of COVID-19 have not gone away and that
much more and focused work will be needed in the near future

Amber
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to neutralise the impact of the pandemic on the ongoing projects.
We therefore continue to monitor the situation closely and must be
constantly prepared to adjust our actions accordingly if necessary.

Each of us can be proud of the results achieved in 2020. As a result,
looking confidently at the ambitious goals for 2021, | would like
to express my sincere gratitude to every employee, shareholder,
board and committee member of the group. For professionalism.
For cooperation. For the ability to see the emerging opportunities.
For the determination not only to pursue, but also to exceed the set
goals in creating the country’s energy future.

Sincerely yours,

Algirdas Juozaponis.
Chairman of the Board of Amber Grid
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Working at Amber Grid, one of the key companies in the Lithuanian
energy system, we have a duty not only to create favourable conditions
for energy transmission, but also to maintain a safe environment.
The pandemic reality has exposed the vulnerabilities of sacieties,
businesses and the environment and has given a clear sense that we
must contribute to a sustainable world through more sustainable action.
Industry, business, large and small organisations, which have talked
about green goals over the past decade, turned to the environment,
increased social responsibility during the pandemic, and rewrote
operational strategies, linking them to sustainable performance
indicators. We are also moving in this direction and making a strong
effort to significantly reduce the company’s environmental impact.

One of our top priorities is the health and safety of our employees.
The focus on this area for a number of years paid off in 2020, when
urgent action was needed to keep us capable to work and healthy.
Today, | thank my colleagues because we have successfully moved
to teleworking during long quarantines, and the staff who maintain
the gas system have responsibly followed all the recommendations
and measures.

The year 2020 for Amber Grid people started with great energy. In
January, when the first steel pipes were delivered to Lithuania, the
construction of the GIPL gas pipeline connection between Lithuania
and Poland began. This is a strategic energy project that establishes
energy freedom not only for Lithuania, but also for the entire Baltic
region and Finland. In ane year, as much as two-thirds of the entire gas
transmission connection was installed due to the persistent efforts of
Amber Grid's professionals and well-trained contractors. After complex
technological works, the gas pipeline was built beneath the widest
rivers of Lithuania, the Neris River and the Nemunas River. Al this was
done with the utmost respect for nature - the preservation of coastal
forests, flora and fauna. To preserve another important legacy of
humanity, history, large-scale archaeological excavations were carried
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out along the GIPL pipeline route, which helped to discover Stone Age
settlements and medieval tombs. Working to protect the environment,
history and the interests of local communities is a big responsibility
for us. Last autumn, after inspecting a part of the installed pipeline, it
was connected to the Lithuanian gas transmission system and started
functioning as a full-fledged part of the system. Our goal is to install the
pipeline by the end of 2021, and to offer GIPL capacity to the market by
the beginning of 2022.

In2020, the company’s services were needed by the market like never
before. In 2020, the Lithuanian gas transmission system, supervised
and managed by dedicated Amber Grid employees, maintained
extremely high loads. With the onset of the global COVID-19 pandemic
at the beginning of the year, the sharp fall in gas prices, the well-
developed gas transmission infrastructure and the start of gas
connections between Estonia and Finland forced the flywheels of the
gas market to turn faster. Due to these reasons, a record amount of
58 TWh of gas was transmitted through the Lithuanian gas system.
Gas transmission to the north to Latvia, Estonia and Finland grew by
a third. Gas consumption in Lithuania also increased, indicating that
the importance of gas as a fuel is returning. The Elektrénai Complex
generated electricity from gas almost all year round, therefore last
year more than 256 TWh of gas was consumed in Lithuania. This is the
highest amount in the last 5 years.

Although challenging, 2020 was a financially successful year. The
company managed to earn 52 million euros in revenue and increase
its net profit. For the first time in the history of our activity, our
subsidiary - the gas exchange GET Baltic - also operated profitably.
The opening of the Finnish gas market at the beginning of 2020 and
the launch of the Balticconector gas cannection attracted many new
customers and transactions. Last year was also a record year in
terms of investments - in one year we invested 77 million euros in the
GIPL gas pipeline connecting Lithuania and Poland. GIPL is the largest
investment project in the history of Amber Grid.

After overcoming the year of pandemic, we have become more
resilient to the challenges that lie ahead. We strive for greater business
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flexibility, a more mature approach to the customer, so that we can
continue to successfully operate, earn revenue and manage the risks of
volatility. Looking back to the year 2020, | thank Amber Grid employees,
customers, partners and shareholders for their focus, assessment of
the seriousness of the situation, cooperation and support. 2021 will
be the year of implementation of a historic, strategic energy project
- the GIPL installation, which will launch a new partnership with the
gas transformation system of another EU member and our neighbour,
i.e., the Polish gas transmission system, and the people who run it.
This is the carnerstone of strengthening the security and integration
of the gas system, when we are starting to prepare intensively for the
energy transformation stage. Realizing the need for clean energy, we
are ready for a vigorous journey towards green energy, preservation of
the environment, ecology and atmosphere.

Nemunas Biknius,
Amber Grid
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The Consolidated Annual Report covers the
reporting period for the year 2020.

1.3. BASIC DETAILS

Amber Grid AB
Name (Amber Grid or
the Company)

Legal form Public limited liability company

Date of registration and name 25 June 2013,
of register Register of Legal Entities

Legal entity code 303090867

Manager of the Register of Legal State Enterprise Centre of
Entities Registers

Authorised share capital EUR 51,730,929.06
LEl code 097900BGMP0O0000BI0G]

Savanoriy pr. 28,
LT-03116 Vilnius, Lithuania

Fax number
Email address
Official website

Registered office address
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Amber Grid - the gas transmission system operator in Lithuania - ensures
reliable and safe transportation of natural gas to its consumers through
high pressure gas pipelines. The Company is responsible for the opera-
tion, maintenance and development of the Lithuanian gas transmission
infrastructure consisting of a network of over 2,100 km-long gas pipelines
and two gas compressor stations. A well-developed gas transmission infra-
structure in Lithuania is convenient for transportation of large volumes of
energy to the Baltic countries and Finland.

The Company is currently implementing a strategic energy project GIPL,
which is intended to connect the gas transmission systems of Poland and
Lithuania, as well as those of the Baltic countries and Finland with the
European Union. As Amber Gird seeks to achieve the decarbonisation goals
set forthe gas sector, it takes active measures to loak into new technalogi-
cal and market solutions and create conditions for adapting the Lithuanian

AMBER GRID'S VISION

AMBER GRID'S MISSION

Amber
Grid

gas transmission system ta the transportation of green gas, including hy-
drogen. Amber Grid also administers the National Register of Guarantees of
Origin for gas produced from renewable energy sources (RES).

Amber Grid is a part of EPS0-G UAB group of companies(hereinafter referred to
as EPS0-G or EPS0-G Group). EPSO-G is a state-owned group of energy trans-
mission and exchange companies, and EPS0-G UAB acts as a holding company
of EPS0-G Group, with its sharehalder’s rights and obligations implemented by
the Ministry of Energy of the Republic of Lithuania. For mare information about
EPSO-G UAB and EPSO-G Group, see the official website at www.epsog.lt.
Amber Grid controls 100% of the authorised share capital of GET Baltic
UAB. GET Baltic UABis a company holding the natural gas market operator’s
licence, organising and conducting trade on the natural gas exchange in
Lithuania, Latvia and Estonia. For more information about GET Baltic UAB,
see the official website at www.getbaltic.com.

We provide effective and reliable gas transmission, create

) i ) favourable conditions for competition in the gas market and
An innovative energy company in the for development of renewable energy sources.
integrated European gas network. )
J
1 . l .
( Innovative means applying advanced methods h Effective: we pursue the best results by working efficiently
and techniques that allow working faster, more and optimising our operating processes.Reliable: we
(. J
efficiently, and offering innovative solutions to 1
customers and partners. ~ & ~
- T - transport gas to our customers safely and without any
s unplanned interruptions.
Integrated European gas network means the - -
Baltic and the European gas markets both l
having access to the global LNG market, and ( L L . . h
interconnected by both physical infrastructure, a Favo_urable cond:tqus for competition: we w0r|§ to ensure flexible and.cn.nvenlent
well-functioning market, and infrastructure usage services and conqun.s for use of Fhe transmission system by the existing and
rules, thereby enabling easy and flexible gas new gas market participants, allowing an easy access to gas from various sources.
transportation and trade. - -
\ J 1
f Development of renewable energy sources: by administering the register of ‘green’
gas guarantees of origin and by implementing other initiatives, we seek for the
L development of production and trade of gas from renewable energy sources.
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1.4. PERFORMANCE INDICATORS

2019 2018
Quantity of gas transported to domestic exit point, GWh G 25144 € 23530 22.320
Quantity of gas transported to adjacent transmission systems', GWh £ 32.900 @ 3199 30.140
Number of systems users at the end of the period 108 @ 105 106
Length of gas transmission pipelines, km & 215 & 215 2.115
Gas distribution stations and gas metering stations (number of units) @ o S 68 68
Number of employees at the end of the period @ 39 © 36 329

'The transmission systems in the Republic of Latvia and Kaliningrad Region of
the Russian Federation

1.5. SIGNIFICANT EVENTS

JANUARY

The natural gas transmission prices approved by the National Ener-
gy Regulatory Council (the NERC) became effective from 1 January
2020. In 2020, the average gas transmission price to meet the do-
mestic consumer needs in Lithuania (for short-term and long-term
services) decreased by over 16% (to 1.22 EUR / MWh) compared to the
average price effective in 2019.

As from1January 2020, GET Baltic started its operations in Finland as a
single regional trading platform for the gas markets of the Baltic coun-
tries and Finland. The trading in short-term and long-term natural gas
products was launched on a virtual trading point of Finland by applying
the implicit capacity allocation model. This contributed to the price con-
vergence across the region and facilitated cross-border trade between
the gas market participants in Finland and the Baltic countries.

Amber Grid started the construction works of the gas interconnec-
tion with Poland (GIPL) on 2 January 2020, when the construction
contract signed at the end of 2019 came into effect.

Back to contents

1. The Company’ performance indicators in 2018-2020.

On 27 January 2020, Amber Grid notified about its intention to be-
come a solar energy generating consumer, and to generate almost
half of electricity for its own needs from renewable energy sources.
There are plans to install solar power facilities with the total capacity
of around 1,400 kW by autumn 2021. It will account for about 40% of
the Company’s total need for electricity.

BRUARY

0On 28 February 2020, Vilnius District Court passed a ruling in a legal ac-
tion brought by MT Group UAB against Amber Grid regarding the decisions
passed by the Commission for Procurement of the Gas Interconnection
Between Poland and Lithuania (GIPL). The results of the tender for pro-
curement of construction works were left unchanged by the Court.

HARCH

As a result of announcing an emergency situation at a national level in
Lithuania on 16 March 2020 due to the threat of COVID-19 pandemic,
Amber Grid started implementing the following business continuity and
preventive measures: appointed employees responsible for monitoring
and reporting the situation to the Company’s management; identified
business units and employees undertaking the critical functions and
administrating the main systems; implemented additional organisa-

tional measures at the system operation centre; planned technical and
substitution measures in case of spread of the virus. The Company has
reviewed its emergency management plan, prepared the following addi-
tional documentation and implementing measures: lists of critical func-
tions, lists of measures necessary to ensure continuous implementation
of the functions, as well as resources and responsible individuals, etc.

On 24 March 2020, the Company's Board approved the arrangement
with the parent company EPS0-G, based on which the borrowing and
lending limit under a cash pool agreement was increased from EUR
10 million to EUR 35 million. EPSO-G's Audit Committee concluded that
the arrangement was entered into on an arm’s length basis, that it
was fair and reasonable in respect of the shareholders who were not
a party to the arrangement, because the arrangement would have
positive impact on the financial performance of Amber Grid..

APRIL

On 7 April 2020, the Company’s Board elected Mr. Nemunas Biknius
as the CEQ of Amber Grid. Until that date (since 28 October 2019),
Mr. Biknius (Director for Strategy and Development) used to hold the
position of an acting CEO.

During the General Meeting of Shareholders held on 20 April 2020,
the Board of Amber Grid was elected for the new office term of four
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MAY

years. The Company’s Board consisting of five members included two in-
dependent members: Mr. Ignas Degutis, CFO of RB Rail SA (Rail Baltic), and
Mr. Sigitas Zutautas, Director of Bisto Paskoly Draudimas UAB; and three
representatives from the Board of the parent company EPS0-G UAB: Mrs.
Renata Damanskyté-Rekasiené, Director for Legal and Corporate Gover-
nance, Mr. Rimvydas Stilinis, Director for Infrastructure, and Mr. Algirdas
Juozaponis, CFO, who was elected as the Chairman of the Board during
the first meeting of the new office term.

On 22 April 2020, the European Commission, Ministries of Energy, requ-
lators and transmission system operators from Lithuania, Latvia, Estonia
and Finland approved the Regional Gas Market Development Action Plan
for the Baltic region. The Regional Gas Market Development Action Plan
contains market integration measures for 2020-2022 aimed at developing
a four-country wide gas transportation pricing mechanism, eliminating
the cross-border tariffs, developing the related inter-TSO compensation
mechanism, regional gas transmission system capacity allocation mech-
anism, data exchange principles, as well as common information systems
intended to serve the regional gas market model.

0On 19 May 2020, the gas transmission system operators from Lithuania
and Latvia - Amber Grid and GAZ- SYSTEM - signed an agreement with an
international consulting and engineering company AFRY (former Poyry)
to conduct an independent expert study that will provide potential solu-
tions for commercially optimal utilisation of the GIPL interconnection to
be operated by both companies.

On 22 May 2020, Amber Grid signed an agreement with the Lithuanian Busi-
ness Support Agency, based on which the EU support will be provided for the
reconstruction of 14km-long sections of the main pipeline Vilnius-Kaunas.

On 28 May 2020, the NERC approved the natural gas transmission tariffs
effective from 1 January 2021. The gas transmission tariffs in 2020 were
exceptionally low due to one-off adjustments arising from refunding of ad-
ditionally earned income and savings of expenditures in the previous years
to the consumers. In 2021, the tariffs are expected to rebound to 2019 level,
but they will still remain slightly lower. The gas transmission tariffs effective
from 1January 2021 are available at: https://www.ambergrid.lt/en/services/
tariffs-prices/tariffs-effective-from-1-january-2021

Back to contents
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JUNE

JuLy

On 29 June 2020, Amber Grid submitted the Ten-Year Gas Transmission
Network Development Plan for consideration by the NERC. During 2020-
2029, there are plans to implement the investment projects for the trans-
mission system development that are aimed at diversifying the gas supply
sources across Lithuania and the entire region, and at ensuring safe and
reliable gas transmission system. Among the major projects included in
the Ten-Year Plan of European gas transmission system operators, there
is a plan to complete the project of gas interconnection between Lithu-
ania and Poland (GIPL), enhance the gas transmission capacity between
Lithuania and Latvia, and modernise the existing network facilities. The
investments into gas transmission network over the next five years are
expected to reach about EUR 229 million, half of which will be dedicated
for the implementation of the GIPL project.

On 29 June 2020, an arrangement was signed between EPS0-G and
Amber Grid regarding an amendment to the cash pool agreement, based
on which the maximum borrowing and lending limit was increased up
to EUR 40 million.

The Extraordinary General Meeting of Sharehalders of Amber Grid held an
29 June 2020 approved the decision passed by the Company's Board on 4
June 2020 regarding a loan agreement to be signed with the European In-
vestment Bank (EIB), based on which a loan of EUR 65 million is to be granted
to finance the construction of the Lithuanian part of the gas interconnection
between Lithuania and Poland (GIPL) for themaximum term of 18 years.

On 30 June 2020, Amber Grid and the European Investment Bank (EIB)
signed a loan agreement for the amount of EUR 65 million, which is
intended to finance the construction of the Lithuanian part of the gas
interconnection between Lithuania and Poland.

0On 2 July 2020, the complex horizontal directional drilling underneath
the Neris River was successfully completed as a part of the GIPL project.
For the purpose of mitigating the environmental impact, the section
of the gas pipeline 20m below the river bottom was constructed and
connected to the existing pipeline.
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AUGUST

On &4 August 2020, the construction of the gas pipeline was started
underneath the Nemunas River as a part of the GIPL project.

On 17 August 2020, Mr. Rimvydas Stilinis, a member of the Compa-

ny's Board, submitted his request for resignation from the Board with
effect from 13 August 2020.

SEPTEMBER

> In September 2020, the construction of the gas interconnection

(GIPL) reached Alytus district. The completed part of the canstruction
warks accounted for 50% of the total expected project works.

On 7 September 2020, the regional geainformational environment
map REGIA of the Centre of Registers was supplemented with infor-
mation about the gas transmission system operated by Amber Grid.

Based on the decision of the Company’s General Meeting of Shareholders
held on 18 September 2020, the audit firm was selected and the audit
fee payment terms were agreed for the period 2020-2021. The decision
was made to select PricewaterhouseCoapers UAB as the audit firm to
conduct audit of the set of consolidated and company’s financial state-
ments of Amber Grid for 2020-2021 prepared according to International
Financial Reporting Standards, as adopted by the EU, presented together
with the consolidated annual report. In addition, the decision was made
to set an audit fee for the maximum amount of EUR 161,568 (excl. VAT) for
the aforementioned audit services (not in excess of EUR 80,784 (excl. VAT)
per audit of each year' financial statements).

On 22 September 2020, Amber Grid signed an agreement with the
Lithuanian Business Support Agency regarding modernisation of the
gas distribution stations in Grigiskeés, Vievis, and Kédainiai. The proj-
ect for the total value of over EUR 6 million will be implemented by
2023, half of which will be financed from the EU support funds.

In September 2020, Amber Grid together with the transmission system
operators from Latvia, Estania and Finland and together with a foreign
consulting company Artelys SAS, conducted and presented a study to
the local government authorities and regulators, which analysed the
potential benefits for the market from continuation of work related to
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formation of a single gas transmission tariff zone for the Baltic coun-
tries and Finland.

OCTOBER

0On 10ctober 2020, the NERC approved the Ten-Year Gas Transmis-
sion Network Development Plan for 2020-2029 that was presented
by the gas transmission system operator Amber Grid. The plan is
available on Amber Gridss official website at: https://www.amber-
grid.It/It/perdavimo-sistema/ perdavimo-sistemos-pletra/perdavi-
mo-sistemos-pletros-planas.

0On 9 October 2020, Amber Grid tested the quality of the constructed
pipeline section of the GIPL project. Hydraulic tests were conducted to
check whether the pipeline can handle the maximum design pressure.
The working pressure of the GIPL pipeline will be 54 bar. The durability
of a 38 km-long section of the gas pipeline crossing the districts of Sir-
vintos, Vilnius and Elektrénai was tested. Following the hydraulic tests,
a smart pipeline inspection device was launched to check the pipeline
geometry and the quality of the pipeline mounting works.

0On 26 October 2020, Amber Grid signed an agreement with a com-
mercial solar power plant construction company Eternia Solar for
installation of solar parks for the total value of nearly EUR 1 million.
Based on the agreement, the solar panels of approx. 1400kW will be
installed in the territory of Amber Grid by the end of 2021.

NOVEMBER

On & November 2020, the gas transmission system operators Am-
ber Grid and GAZ-SYSTEM SA initiated a market survey to assess the
progress achieved in the development of new transmission capacity
in the gas interconnection between Poland and Lithuania (GIPL). Con-
sidering the value that the GIPL might bring to the gas markets within
the region, both gas transmission system operators see the necessity
to analyse the possibilities that might improve the GIPL's commercial
viability and maximise its positive economic impact. The survey was
aimed at gaining a better understanding of the key drivers that help
ensure optimal access to the GIPL interconnection entry/exit points in
both directions and create an added value for the consumers.

Upon the completion of the GIPL entry point valve site in Sirvintos
district, the part of the GIPL pipeline connected to the currently op-
erating gas transmission network was filled with gas.

Amber
Grid

It was announced on 18 November 2020 that in autumn 2021 the head
office of Amer Grid will be moved to Business Garden Vilnius complex
of office premises located at address: Laisvés pr. 10, Vilnius. The news
was announced upon the completion of procurement procedure for lease
of office premises. The contract was awarded to the tenderer based on
cost-effectiveness criteria. Based on the contract, office premises with
the total area of around 1,00 sg.m. and for the total number of up to 76
employees will be leased out starting from autumn 2021. The mavement
of the head office of Amber Gird to the new premises was planned due to
the approaching expiry of the current lease contract for office premises
located at Savanoriy Avenue in Vilnius. A quarter of all employees of Am-
ber Grid were moved to the new office premises, whereas the remaining
part (around 250 specialists) will continue their work in the gas transmis-
sion system aperator’s office premises located at Gudeliy g. in Vilnius,
Sirvintos, and Panevezys districts.

0On 25 November 2020, at the time of supply of gas from a liquefied
natural gas tanker to the gas distribution system in Alytus, there was
a gas ignition which started a fire. The fire in the outskirts of the
town was put out in a couple of hours. Two vehicles with degasifica-
tion equipment were damaged by fire.

DECEMBER

In December 2020, it was agreed with the gas transmission sys-
tem operators from Latvia, Estonia, and Finland, and with a fareign
consulting company Artelys SAS to continue the study in relation to
the inter-TSO compensation mechanism that would enable the Baltic
and Finnish gas market participants to act in a single transmission
tariff zone, by eliminating the tariffs at the cross-border intercon-
nection points within the zone.

0On 17 December 2020, the Polish GSA platform operator and Amber
Grid signed an agreement, based on which the capacity at the inter-
connection point in Santaka will be allocated via the GSA platform.
The capacity will be made available upon implementation of the GIPL
project and construction of a physical Poland-Lithuania gas inter-
connection point. The commissioning of the new cross-border gas
interconnection between Lithuania and Poland (GIPL) is planned to
occur in 2022. The first GIPL annual capacity auctions for the gas
years 2022/2023 are planned to be held on the GSA platform in July
2022. All subsequent auctions will be held in compliance with the
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requirements of the European Network Code on Capacity Allocation
Mechanisms (the Commission Regulation (EU) 2017/459 - CAM NC)
and the capacity auction calendar published by ENTSOG. The first
capacity allocation via the GSA platform will cover short-term prod-
ucts offered in the beginning of 2022, and it will depend on the final
deadline for the implementation of the GIPL project. Amber Grid (the
gas transmission system operator in Lithuania) and the GSA platform
will provide an early notification to the market participants about the
expected auction schedule for the year 2021.

With 61% of the construction works complete as at 29 December
2020, almost half of the GIPL gas pipeline has been filled with gas.

At the time of issue of the consolidated annual repart, the potential
impact of the coronavirus pandemic (COVID-19) on the Company’s
operations was assessed. It was disclosed in the notes to the
consolidated annual financial statements for the year 2020.

SIGNIFICANT EVENTS AFTER THE END
OF THE REPORTING PERIOD

On 3 March 2021, the Supreme Court of Lithuania decided to annul
the decision of the Vilnius Regional Court and the decision of the
Lithuanian Court of Appeal according to the cassation appeal of
UAB MT Group in the civil case under UAB MT Group legal action re-
garding the decisions of the AB Amber Grid commission of the Gas
Interconnection between Poland and Lithuania (GIPL) procurement
and to transfer the case to the court of first instance for retrial. The
Supreme Court of Lithuania found that the lower courts had properly
assessed the arguments of Amber Grid regarding the re-evaluation of
the bids, the national security assessment and the calculation of the
score of the most economically advantagious criteria, after which
the evaluation of the bid submitted by the plaintiff was reduced.
These claims of MT Group are rejected. The case was referred to the
court of first instance for a retrial regarding the part of the claims
of MT Group in the scope of the claim submitted by the plaintiff and
which were left not examined.

On 9 March 2021 Amber Grid announced that on 25 February 2021 con-
cluded the purchase agreement for management holding services with
the parent company UAB EPSO-G. The maximum price of the contact
(excluding VAT)is EUR 425,000, the term of the contract is 36 months.

Back to contents

The Company has membership in the following organisations: European
Network of Transmission System Operators for Gas (ENTSOG; www.entsog.
eu), Association Palish and Lithuanian Chamber of Commerce, National
Lithuanian Energy Association, Lithuanian Liquefied Natural Gas (LNG) Plat-
form, EASEE-gas Association, European Renewable Gas Registry, European
Clean Hydrogen Alliance, Lithuanian Hydrogen Platform, and Lithuanian
Hydrogen Energy Assaciation:

ENTSOG was established in accordance with Regulation Na. 715/2009
of the European Parliament and of the Council, as an organisation
facilitating cooperation between the gas transmission system oper-
ators at the European Community level.

Association Polish and Lithuanian Chamber of Commerce is a bilateral
organisation for economic cooperation between Lithuania and Po-
land. The Association collects information for its members about the
emerging business opportunities in both countries, cooperates with
organisations and individuals ensuring business management and de-
velopment, and organises conferences and events on various subjects.

The National Lithuanian Energy Association was set up in 2016. The Asso-
ciation develops a common position of the energy sector, represents the
interests of its members with the state authorities, public and interna-
tional organisations, seeks to ensure development and improvement of
electrical energy and gas supply conditions for the domestic consumers,
and promotion of progress in the ecanomic and technical energy sector.

The Lithuanian Liquefied Natural Gas (LNG) Platform was set up in
2017. The Platform partners seek to promote the use of LNG as a new,
cleaner and less noisy fuel in the sectors of transport, industry and
others, in order to build a single information and operation platform
for all potential LNG market participants.

EASEE-gas was set up to develop and promote business practices
to simplify and streamline physical gas transportation and trading
across Europe.

The main purpose of ERGaR Association is to promote, develop and
maintain a trustworthy system that meets the EU regulatory require-
ments and enables cross-border trade in certificates of origin for
renewable gases via the European natural gas network while pre-
venting double sale and double counting of renewable gases.
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As from August 2020, Amber Grid joined the European Clean Hydro-
gen Alliance, which aims to assist with the implementation of the
goals of the EU Hydrogen Strategy in order to support the scaling up
of renewable hydrogen value chain across Europe.

In November 2020, Amber Grid joined the Lithuanian Hydrogen Plat-
form set up by the Ministry of Energy. The Platform aims to assist
with the implementation of the goals of the EU Hydrogen Strategy in
order to support the scaling up of renewable hydragen value chain
across Eurape, to promate the use of hydrogen as a clean fuel, ener-
gy source and carrier in the sectors of transport, industry and athers,
as well as to promote engagement of local businesses and organisa-
tions in the activities of the hydrogen value chain as they develop
and manufacture products and prove services for the domestic and
external needs.

As from 30 December 2020, the Company became a member of the
Lithuanian Hydrogen Energy Association. The Association joins the
local scholars and business organisations and participates in the
formation of national, regional and EU policy and goals, including
the preparation of strategy and hydrogen development action plan
during the legislative process of legal acts requlating the hydrogen
energy sector in Lithuania; alsa contributes to proposition of legis-
lative initiatives that would promote local development of hydragen
technology, thereby ensuring cross-sector hydrogen integration and
implementation of related technologies; and promotes joined initia-
tives in research & development activities.
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2.1. BUSINESS ENVIRONMENT AND
PROSPECTS

The year 2020 was a year of exceptionally favourable gas prices in the
global and regional markets. This was mainly due to significant increase
in supply of liquefied natural gas (LNG), lower demand for gas due to warm
weather conditions, and global spread of coronavirus pandemic. Such
trends contributed to the fact that gas consumption in Lithuania increased
by 7% in 2020, and a record quantity of gas throughout the entire history
was transported via pipelines in Lithuania to the remaining Baltic States
- gas transmission to the Baltic States and Finland increased by 33 % com-
pared to 2019.

The most significant changes in the Baltic gas market were related to the
integration of the ‘isolated’ Finnish gas market with the Baltic gas market.
With effect from 2020, Balticonnector gas interconnection between Fin-
land and Estonia was launched; liberalisation of the Finnish gas market
was completed; and the Finnish gas trade was integrated into the regional
gas exchange.

The political decision made by the Prime Ministers of the Baltic States back
in 2016 to integrate the Baltic gas market and the Finnish gas market with
effect from 2020 was implemented in part, because only Latvian and Es-
tonian gas markets were connected to the common zone as from 2020.
However, it was jointly agreed that Finland and Lithuania would join the
common regional gas market by 2022.

In the context of fight against climate change, adoption of mare stringent
requirements of the European Union environmental policy, promotion and
expansion of use of renewable energy sources, and more efficient use of
energy - all these factors will contribute to lower cansumption of natural
gas for energy purposes in Lithuania. However, due to the limited number
of alternatives in some of the industries and segments of the transport
sector, and due to competitiveness while rendering balancing, reservation
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7 Gas transported via pipelines will change with an increasing share of “green” gas:
biomethane and gas generated through the process of conversion of green electricity -

hydrogen and synthetic methane. ({

services in the heat and electricity sectors, natural gas will play an import-
ant role as a transitional period energy in pursuance of pan-European and
national goals to reduce greenhouse gas emissions. At the same time, gas
transported via pipelines will change with an increasing share of “green”
gas: biomethane and gas generated through the process of conversion of
green electricity - hydrogen and synthetic methane.

In its National Energy Independence Strategy, Lithuania has set ambitious
goals that will contribute significantly to the implementation of the United
Nations' 2030 Agenda for Sustainable Development, and implementation
of the goals set forth in the Paris Agreement, and the goals set forth in
the EU's 2030 Climate and Energy Framework. The purpose of the above is
to increase the share of renewable energy sources (including biomethane
and other gases from RES)in the domestic gross final energy consumption:
up to 30% in 2020, up to 45% in 2030, and up to 80% as from 2020.

In spring 2020, the Ministry of Energy prepared a Draft Law on Alterna-
tive Fuels, which is currently submitted for approval by the Seimas of
the Republic of Lithuania. The purpose of the Draft Law is to develop the
infrastructure for use of alternative fuels by increasing the production
and use of advanced biofuels, transitioning to modern and efficient pub-
lic transport, and promoting the use of zero-emission vehicles in order
to achieve that the share of renewable energy sources in the sector of
transport reaches 15% by 2030. Special focus is paid to the transforma-
tion of the freight transport sector. The goal is to achieve that biomethane
and green hydrogen consumption accounts for at least 5.2% of the final
consumption in the transport sector by 2030. In addition, the focus is paid
to the promotion of infrastructure for natural gas consumption in order to

achieve that the share of natural gas and biofuels accounts for $2% of the
total consumption of fuels in the transport sector.

In Lithuania, similarly as in the EU, it is expected that natural gas will re-
main an important energy source at the time of transition to a low-carbon
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M The quarantine situation, which was announced in Lithuania due to COVID-19
pandemic in 2020, had no significant impact on the business continuity,
implementation of strategic projects, and financial performance of Amber Grid. {§

economy. The domestic natural gas demand will reach around 20 TWh in
2020-2030, of which more than 50% will represent demand for gas as a
raw material in the fertilizer production industry.

At the end of 2019, the European Commission presented the European Green
Deal, an ambitious project to help European citizens and businesses benefit
from the transition to sustainability and ecology. The measures presented
along with the initial outline of key policies include large-scale emission
reductions, investment in advanced research and innovation activities, and
preservation of Europe’s natural environment. The Green Deal sets the target
stating that in 2030 compared to 1990, the EUs greenhouse gas emissions
will be reduced by 55% and by 2050 climate neutrality will be achieved.

0On 15 December 2020, the European Commission introduced a new Regula-
tion on Trans-European Transport Network (TEN-E). It provides a list of en-
ergy projects eligible for the EU funding and granting of permits with par-
ticular urgency. The list excludes the oil and gas infrastructure, whereas
priarity is given to hydrogen pipelines, offshore grids and smart gas grids
in order to integrate electric energy and low carbon dioxide emission gas.

In 2020, the European Commission introduced the EU Strategy for Methane
Emission Reduction, which, inter alia, aims to reduce the methane emis-
sion levels in the energy sector. The European Commission also introduced
the Hydrogen Strategy. The Strategy provides for that hydrogen generat-
ed from renewable energy sources will become of critical importance by
the year 2050, seeking to achieve climate-neutral economy in the EU. The
above documents are expected to have considerable impact on gas trans-
mission activities in the future.

In 2020, the European Network of Transmission System Operatars for
Gas (ENTS0G) introduced the Roadmap 2050 for Gas Grids. The aim of the
Roadmap is to provide recommendations for the European Green Deal dis-
cussions and highlight gas transmission system operators’ proposals on
how to effectively combine well-functioning liquid gas market and achieve
effective security of gas supply with the commitment to decarbonise.
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The quarantine situation, which was announced in Lithuania due to
COVID-19 pandemic in 2020, had no significant impact on the business
continuity, implementation of strategic projects, and financial perfor-
mance of Amber Grid. Prior to the official announcement of the quarantine
in Lithuania, the Company had already activated its Emergency Operation
Centre, reviewed its Emergency Management Plan, prepared the following
additional documentation and implementing measures: lists of critical
functions, lists of measures necessary to ensure cantinuous implementa-
tion of the functions, as well as resources and responsible individuals, etc.
The business continuity measures and the preventive measured were put
into practice with immediate effect. All employees of the Company were
provided with personal protective equipment: face masks, respirators,
disposable glaves, disinfection liquid for hands, etc. During the quaran-
tine, most of the Company’s employees were working remotely, whereas
employees from the Operation Units continued working in a normal mode
due to the specific nature of their work. In order to ensure uninterrupted
transmission of gas during the quarantine in spring, the engineers fram
the system operation centre worked in isolation, in shifts of two weeks.

2.2. REGULATORY ENVIRONMENT

As from 2019, a new five-year regulatory period has started together with
the network code on harmonised transmission tariff structures for gas
(TAR NC) established by the Commission Requlation (EU) 2017/460 of 16
March 2017, the application of which has started in 2020 for pricing of
transmission services. Changes are expected in the price structure of the
Company’s services due to application of the provisions of the TAR NC,
and due to the regional market integration (for more details see section
Regulation of Gas Transmission Prices).

The changes in the existing regulation had an impact on the Company's
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operations and results. The new five-year regulatory period that started in
2079 resulted in a necessity for the Company to apply new NERC-approved
methodology for determining the rate of return on investments, and the
rate of return on investment was significantly reduced (from 7.09% to
3.33%)as from the beginning of 2019. Based on the provisions of the above
methodology, the cost of debt capital is re-calculated annually, and there-
fore, the rate of return on investment is adjusted annually in the course of
the requlatory period. Accordingly, the adjusted and established rate for
2020 and 2021 is 3.38% and 3.86%, respectively.

2.5. INFORMATION ON THE ACTIVITIES
OF GET BALTIC UAB (THE
SUBSIDIARY OF AMBER GRID) IN 2020

Amber Grid halds 100% of shares of GET Baltic UAB. GET Baltic UAB is a
licensed natural gas market operator that has the status of a Registered
Reporting Mechanism (RRM) granted by the Agency for the Cooperation of
Energy Regulators (ACER). The company administrates the electronic trading
platform for trading short-term and long-term natural gas products in the
market area in Lithuania, the common market area of Latvia and Estonia, and
the market area in Finland. By developing the solutions suitable for trading
natural gas, GET Baltic seeks to improve the liquidity, competitiveness, and
transparency of the wholesale gas market in the Baltic countries and Finland.

2020 was a year of changes and rapid development for GET Baltic. Continu-
ous improvement of the exchange operations and a smooth start in Finland
had a very positive impact on the company's financial performance.

As from 1January 2020, GET Baltic started its operations in Finland, where
it became a single regional trading platform for the Baltic and Finish gas
market participants and started offering implicit capacity allocation ser-
vices to the Finnish transmission system operator Gasgrid Finland Oy.
Given the integration of natural gas markets in Latvia and Estonia, the
market areas on GET Baltic gas exchange were combined as well into a
single market area with effect from 2020.

In order to ensure mare favourable conditions for secondary capacity
trading in Finland, during the reporting period the company implemented
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the Project for development of secondary capacity trading platform
based on European standards. As from 1 December 2020, the sec-
ondary capacity trading platform operated by GET Baltic has been
launched in Finland.

By seeking to provide its customers with additional possibilities for
efficient integration of the existing services into their IT systems
and to enhance user experience in delivering speedy, convenient and
accurate data exchange, by the end of 2020 GET Baltic got ready to
provide Data Exchange Services based on REST API salution.

Thereby, by implementing the goals set for the company, more fa-
vourable conditions were created for price convergence across the
region and for streamlining cross-border trade between natural gas
markets in Finland and Baltic countries.

The expansion of geagraphical presence of GET Baltic in 2020 en-
sured continuous trading on GET Baltic gas exchange on 24/7 basis.

GET BALTIC EXCHANGE PERFORMANCE IN 2020:

® The total traded volume increased to 7.2 TWh. This was an all-
time record since the start of operations of GET Baltic. Com-
pared to 2019, the turnover increased as much as 2.5 times
(2019: 2.9 TWh);

® Traded volume accounted for over 11% of total demand for gas
in the Baltic countries and Finland (65 TWh);

® 51% of the total traded volume was purchased in Lithuania
(3,687 6Wh), 37% in Finland (2,296 GWh), and 1% in the common
Latvian-Estonian market area (824 GWh};

® In total 20,576 transactions were concluded, i.e. 128% more
compared to 9,045 transactions in 2019. This was a record num-
ber of transactions in the history of GET Baltic.

® The number of active exchange participants increased by 75%
compared to the previous year. In total 56 exchange participants
placed orders, whereof 55 participants concluded transactions.
In 2019, 32 exchange participants were active and placed or-
ders, whereof all of them concluded transactions;

@ Transaction with the lowest price of 4 EUR/MWh was concluded
in July, and transaction with the highest price of 23.1 EUR/MWh
was concluded in January.
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Exchange Active exchange Market
participants participants Makers
Traded volume Number of transactions

Market area

Number of exchange ~ Number of market
participants makers*

Buy volume traded,  Sell volume traded,
GWh GWh

Finland 27 1

2696 1993

Latvia-Estonia 2" 2

824 1640

Lithuania 7] 'I

3687 3574

*There are 3 market makers on GET Baltic gas exchange, ane of them operates in 2 different market areas.

Pic. 1. GET Baltic performance in 2020
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STRATEGY

5.1. STRATEGIC DIRECTIONS, GOALS AND RESULTS

In the beginning of 2020, the Company’s Board approved an updated strategy of Amber Grid for 2017-2022. Seeking
for a more consistent implementation of the strategic directions under the individual strategy documents of dif-
ferent EPSO-G Group companies, they have been harmonised across the Group.

Guided by the corporate vision and the strategic goals, as set by the State of Lithuania and the shareholder, to
increase the corporate value and ensure implementation of the strategic interests in the gas sector, Amber Grid
has facused on the following three strategic directions:

@ Development of regional aperations and ensuring successful implementation of the strategic projects;
@ Ensuring sustainable growth of the Company and long-term benefits to its shareholders;
© Efficient operation and innovation;

® Creative and progressive organisation.

BENDROVES 2020 M. TIKSLY JGYVENDINIMO STATUSAS
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Each of the strategic directions of the Company has strategic goals, tasks, and measures with the defined targets
and deadlines.

Changes in designing the operations are reflected in the strategic goals set by the Company. In order to be suc-
cessful, the Company must operate in the global market, digitize and expand the range of its services, implement
innavative technological and intelligent solutions, and contribute to creation and development of better conditions
for renewable energy sources. All these changes are driven by changes in the operating environment, national
strategic decisions, and technological development.

To attain its goals, Amber Grid continuously measures implementation of the strategy, and the progress achieved
to date.

Below is a description of the progress achieved to date with the implementation of the Company's goals for 2020.

GOAL:

Formation of a single regional
gas market in co-operation with
the regional TSO

In 2020, the Company was seeking to create a single regional market by focusing on its continuous work with the regional partners. The goal is to create a single market on acceptable terms
for all the parties, including the Lithuanian citizens and businesses. Lithuania seeks to join the common tariff zone with the rest of the Baltic countries by the year 2023. The implementation
of the actions set forth in the Action Plan for Development of the East Baltic Regional Gas Market in 2020 is being late - the phase Il of the ITC study will be completed in the beginning of 2021.

GOAL: B

Signing of an interconnection

contract on the GIPL project
(.

Following the construction of the cross-barder interconnection - a system of gas pipelines connecting Lithuania and Poland - it will be necessary to sign an interconnection contract with the
partner GAZ-SYSTEM S. A. Throughout the year 2020, the parties continued negotiation of the terms of the contract, based on which they will cooperate. The contract is to be signed in 2021.

with GAZ-SYSTEM S.A.

|\

( GOAL: ) By seeking to create a single infrastructure connecting the Baltic countries to the gas transmission networks in other EU Member States, construction of the gas interconnection between
: Lithuania and Poland (GIPL) is being carried on. As planned, 81% of the total expected project works has been completed during a year since the start of the construction as of January 2020.
_— - Y
Fl;"dmg of a gas pipeline At the time of implementation of the ELLI project, all the planned works were carried out in 2020: a contract was signed for the designing works to be performed throughout 2021. The construction
L infrastructure ) works under the project will start in the beginning of 2022, and will continue till the end of 2023.

Back to contents
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GOAL: In 2020, we completed all the planned works aimed at building a reliable IT system for efficient gas flow management and interactive exchange between the transmission system operator and
the system users (Billing project). A detailed test was run in the first block of business processes, with its results submitted for the contractor’s consideration. In parallel, we are working together

Digitization . . . . . . . .
9 with the contractors to programme the second black of business processes as stipulated in the plan. The system is expected to be implemented in full in 2021.

An integrated accounting and financial management infarmation system will ensure effective execution of the Group's accounting, budgeting, control, and analysis functions. The project is
slightly late with its implementation. All the planned works were not completed in 2020 as the Group companies delayed their decisions on determining the scope of the system.

A special focus is paid by the Company on replacement of the IT systems in order to ensure cyber security. All the actions stipulated in the plan were implemented in 2020.

As a result of implementation of the guarantee of origin system for gas generated from RES in 2019, the Company continues developing the system by integrating the national guarantee of
origin system for gas generated from RES into the currently developed European system (for import and export of guarantees of origin), by making improvements to the Register to ensure its
compliance with the requirements of the European guarantee of origin system. All the actions stipulated in the project were fulfilled in 2020 on a timely basis.

GOAL: While improving the management of operations, the Company continued with the implementation of a risk-weighted technological asset management system. In 2020, a plan of measures was

Improvement of management of prepared, and pilot operation schedules were approved for the year 2021 in view of the potential risks.

operations For the third year, the Company has been participating in the initiative for benchmark analysis to compare performance of a number of transmission system operators across Europe. The results
of the analysis will be used as reference to plan and implement the improvements to business processes. In 2020, the business processes of the Company were improved based on the analysis.
This project is a long term, and in 2021 it is expected to continue with the improvement of efficiency of business process based on the analysis results.

Based on the decision passed by the Company’s Board on 19 November 2020, the measures relating to improvement of project management were crossed out from the action plan, by re-distrib-
uting the project organisation functions and centralising a part of the competences within EPS0-G UAB.

GOAL: As the Company seeks to encourage innovation and purposeful implementation of innovative solutions, the Company together with other companies of EPSO-G Group elaborated an integrated
Innovation " functional action plan for development of innovation ecosystem across EPS0-G Group in 2020. The action plan pays special focus on innovative solutions by proceeding with the study (which

was started in 2019) on the applicability and relevance of use of hydrogen and Power-to-Gas (P2G) technologies in the gas networks of Lithuania. In 2020, we further accomplished a number of
planned actions in relation to use of hydragen in the gas networks, and joined the Lithuanian Hydrogen Energy Association.

Development and promation of professional knowledge and personal qualities of employees that are necessary for implementation of the strategy

For the purpase of creating an efficient, competitive organisation that follows shared values and makes prompt decisions in response to the evolving situation, the Company focused on strength-
ening the leadership and management competences of its employees throughout 2020.

By observing the changes in the labour market, the Company reviews and updates its training framework and links it to the competence model. In 2020, the training system was improved using
the advanced technigues that will enable the Company to develop, retain and mativate its employees.

Special focus will be paid to the implementation of the organisational culture change. For that purpose, the Company’s current practice of human resource management was and will be strength-
ened and developed in 2020 and the years beyond.

For a number of years, the Company has been implementing its social responsibility principles by seeking to act in a responsible manner while building a competitive and transparent market, to
assess the enviranmental impact of its activities and to elaborate the respective programmes for continuous improvement, ta develop the professional competences and promote a responsible
approach of its employees towards their duties and environment protection, and ta strengthen the Company’s relationships with the general public and local communities. The sacial responsi-
bility maturity level achieved in 2020 - effectiveness.

" J

For more details about the progress achieved with the goal To ensure long-term benefits for the shareholders, see section Financial results.

Back to contents
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Pic 2. Interrelationship between the strategic directions and goals of Amber Grid
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5.2. NON-FINANCIAL AND FINANCIAL PERFORMANCE OBJECTIVES

Based on the strategic directions elaborated by the shareholder and approved in Amber Grid's Strategy Document, the Board has set the following performance
abjectives for the Company for the year 2020.

In the opinion of the Board, the performance objectives set for the Company have been achieved to the extent of 100% in 2020.

PERFORMANCE OBJECTIVES OF AMBER GRID FOR 2020

No. Description of the objective for the  Indicator
year

1. Return on equity (ROE) ROE 23.3%

2. All planned construction works under the 1) Completion of mandatory archaeological exploration (phase | - ~73 km) - by 30 June 2020;
GIPL for the territory of Lithuania were 2) Completion of HDD drilling works underneath the Neris and the Nemunas Rivers - by 1
completed in 2020 in line with the agreed ~ October 2020;
schedule and scope 3) Completion of welding of 100 km-long pipeline, whereof a 73 km-long section was connect-

ed - by 31 December 2020.

3. Development of the Centre of Excellence 1) A study on the GIPL's commercial viability and increased value of the infrastructure;

for Energy 2) REGATRACE project;

3) Completion of an analysis of applicability of Power-to-Gas technology

b, Efficient management of assets 1) Deployment of PIMS information system;
2) Integration of TVIS system into the organisation’s operations.

5. Changes in organisational culture Analysis, and implementation of the plan on cultural changes

Table 2. Performance objectives of Amber Grid for 2020

M The goals set for the company, according to the Board, in 2020. were
fulfilled 100 percent. {§

508 km 165 km

Total pipeline lenght in Lithuania ane Poland In territory of Lithuania
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3.5. STRATEGIC INFRASTRUCTURE
PROJECTS

In 2020, Amber Grid continued with the implementation of the strategic gas
transmission infrastructure projects: construction of the gas interconnec-
tion Poland-Lithuania (GIPL), and capacity enhancement of Latvia-Lithuania
interconnection (ELLI).

Those strategic infrastructure projects were included in the following: the Fourth
List of the EU Projects of Common Interest announced in October 2019, the Ten-
Year Netwark Development Plan (TYNDP) of the European Network of Transmis-
sion System Operators for Gas (ENTSOG) announced in 2018, the Regional Gas
Investment Plan 2017 of the Baltic Energy Market Interconnection Plan (BEMIP)
the Natural Gas Transmission System Operator’s Ten-Year (2020-2029) Network
Development Plan, and the National Plan on Implementation of Key Electricity
and Gas Transmission Infrastructure Projects approved the Government.

3.3.1. GAS INTERCONNECTION POLAND-
LITHUANIA (GIPL)

The European Commission has recognised the GIPL (Gas interconnection
Poland-Lithuania) as one of the key infrastructure projects of significant
importance that ensures security of gas supply and contributes substan-
tially to ensuring energy security across the EU. Amber Grid is implementing
the GIPL project in cooperation with the Polish gas transmission system
operator GAZ-SYSTEM S.A.

The project objectives are as follows:

@ Integration of the Baltic and Finish gas markets into a single gas mar-
ket of the EU;

® Diversification of gas supply sources;
@ Improvement of security of gas supply.

The total length of the planned gas pipeline will be 508 km, of which 165
km belongs to the territory of Lithuania. The capacities resulting from the
construction of the gas interconnection will allow transportation of annual
gas quantity up to 27 TWh to the Baltic countries and up to 21 TWh to Poland;
and the Baltic and Finnish gas markets will become a part of a single gas
market of the EU.
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Pic. 3. Project for Gas Interconnection Poland-Lithuania (GIPL).
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BENEFITS OF THE GIPL PROJECT:

® Integration of the Baltic and Finish natural gas markets into a single
gas market of the EU;

@ Provision of access to alternative gas supply sources and improve-
ment of competitiveness;

® Improvement of security and reliability of gas supply by providing
both additional gas transmission capacity and possibility to apply the
EU solidarity measures in case of emergency.

® Provision of conditions allowing more flexible and efficient use of
the LNG terminals and transmission infrastructure in Poland and
Lithuania.

® Improvement of liquidity of gas trade in the Polish and Baltic market
areas, and strengthening of their role across the region.

THE MAJOR ACHIEVEMENTS DURING THE IMPLEMENTATION
OF THE GIPL PROJECT:

® In January 2020, Amber Grid together with the contractors started
the GIPL construction works: tracing of the raute, search for explo-
sives at the construction site, and archaeological exploration works
were started in the designated areas. In the middle of January, the
first pipes necessary for the gas pipeline were delivered to Lithuania.

@ In June 2020, complex horizontal direct drilling (HDD) was success-
fully accomplished underneath the Neris River.

® InJune 2020, the Company and the European Investment Bank (EIB)
signed a loan agreement for the amount of EUR 65 million, which
is intended to finance the construction of the gas interconnection
between Lithuania and Poland (GIPL).

® InAugust 2020, the laying of pipeline underneath the Nemunas River
was accomplished.

@ In October 2020, the part of the GIPL pipeline was connected to the
currently operating gas transmission network.

@ In December 2020, a 72km-long section of the newly laid pipeline
was filled with gas.

® In December 2020, the steel pipes necessary for the entire Lithua-
nian part of the GIPL interconnection were delivered to Lithuania.

® 61% of all the GIPL project works were completed during 2020.
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The GIPL project is financed from own and borrowed funds of Amber Grid and
GAZ-SYSTEM S.A., using the EU financial assistance under the European Com-
mission Trans-European Networks for Energy (TEN-E) Programme and the EU
Connecting Europe Facility (CEF). In addition to the EU financial assistance,
the construction of the GIPL project will be funded by Lithuania, Latvia and
Estonia under the Cross-Border Cost Allocation, whereby they will cover part
of the GIPL project investment costs pertaining to the territory of Poland.

More information on the GIPL project, its progress and news can be found
on the project website (www.ambergrid.It/It/ projektai/dujotiekiu-jungtis-
tarp-lenkijos-ir-lietuvos-gipl).

3.3.2. ENHANCEMENT OF LATVIA-
LITHUANIA INTERCONNECTION (ELLI)

The purpose of the project is to enhance the capacity of Latvia-Lithuania
intercannection, ensure safe and reliable gas supply and achieve more effec-
tive utilisation of the infrastructure and a better integration of the Baltic gas

markets. This will provide better conditions for the utilisation of the Latvian
InCukalns underground gas storage facility. The project promaters are Amber
Grid and the Latvian transmission system operator AS Conexus Baltic Grid.

On 13 July 2020, Amber Grid signed an agreement on the ELLI designing
works to be carried out during 2021. The construction works under the
project are expected to start in the beginning of 2020 and continue till the
end of 2023. The project’s implementation in the territory of Lithuania will
cover capacity enhancement of Kieménai gas metering station and recan-
struction of the gas pipeline at Panevézys gas compressor station. The
project’s implementation in the territory of Latvia will cover recanstruction
of the main gas pipeline in order to increase the maximum working pres-
sure from 40 to 50 bar. The investments will result in capacity enhance-
ment to 130.47 GWh per day towards the direction of Latvia (currently it
is 67.6 GWh per day) and to 119.5 GWh per day towards the direction of
Lithuania (currently it is 65.1 GWh per day). As a result of implementation
of the project, the enhanced gas transmissian capacity between Lithuania
and Latvia will also be beneficial due to the already existing gas intercan-
nection between Poland and Lithuania (GIPL).

Amber
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RIGA
KLAIPEDA
25 | |QUEFIED KIEMENAI
© NATURAL GAS
TERMINAL (LNGT)

Pic. 4. Project for Enhancement of Latvia-Lithua-
nia Interconnection (ELLI)
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5.4. EUROPEAN UNION FINANCIAL ASSISTANCE

In 2020, Amber Grid signed seven financing agreements with the Lithuanian Business Support Agency under 2014-2020 Operational Programme for the
European Union Funds' Investment, where the EU financial assistance accounts for up to 50%:

® 1. The project for reconstruction of individual sections of the main gas pipeline Vilnius-Kaunas, which will involve reconstruction (replacement)
of 16.9km-long section of the main pipeline Vilnius-Kaunas, for which quite a few defects were identified as a result of internal diagnostics. The
pipeline reconstruction will help ensure an interrupted, reliable and safe gas transmission to the residents of Kaunas and KaiSiadorys district
municipalities. The total project value is EUR 15,6 million.

® 2. The project for modernisation of the gas distribution station in Telsiai, gas distribution station in Siauliai and gas metering station in Mazeikiai,
which will involve installation of new, modern-standard technology at the gas distribution stations in Siauliai and Telsiai and at the gas metering
station in MaZeikiai, thereby allowing to reduce emissions of air pollutants and the likelihood of breakdown and interruption. The total project value
is EUR 4 million.

® 3. The project for modernisation of the gas control devices at the gas compressor station in PanevéZys, which will involve replacement of natural
gas filters at the gas compressor stations in Panevézys, automated operation of the filers, thereby allowing to ensure an uninterrupted, reliable
and safe gas transmission to the system users. The total project value is EUR 911 thousand.

® 4. The project for modernisation of the gas distribution stations in GrigiSkés, Kédainiai and Vievis, which will involve installation of new, mod-
ern-standard technology and advanced infrastructure facilities, thereby ensuring conditions for a mare flexible operation of the gas distribution
stations and automation of aperation, data collection and data transfer systems. The total project value is EUR 6,1 million.

® 5. The project for replacement of shut-off devices and installation of operational remote control system (SCADA), which will involve replacement
of obsolete valves that are no longer suitable for use, and execution of their control from a remote technological control system, thereby allowing
to improve safety and reliability of natural gas transmission system in the southern, south-western, south-eastern, northern and central parts of
Lithuania. The total project value is EUR 4,4 million.

® 6. The project for installation of pressure-limiting valves at the pipeline branches, which will involve installation of the pressure-limiting valve
and advanced infrastructure facilities (such as remote control system) in the main pipeline branch to the gas distribution station in Marijampolé,
thereby allowing to monitor and control the gas pressure-limiting valve system. The total project value is EUR 769 thousand.

® 7. The project for modernisation of operation of gas compressar stations and installation of data centre, which will involve modernisation of
operation system of the gas compressor station in Jaunidinai, installation of remote back-up data centre, installation of modern-standard fire
detection and fire extinguishing system, installation of modern software and hardware, thereby allowing to ensure safety and reliability of the gas
transmission system. The total project value is EUR 1,1 million.

The total value of all agreements signed by Amber Grid during 2020 is almost EUR 33 million, the implemented part whereof is EUR 8 million.

Value of implemented
projects:

Value of signed
contracts:

EUR 33 million EUR 8 million

More information on the infrastructure projects implemented by Amber Grid is available on the official website at:

https://www.ambergrid.It/It/ perdavimo-sistema/ perdavimo-sistemos-pletra/infrastrukturosprojektai
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5.5. REGIONAL MARKET

On 1July 2017, Amber Grid together with the transmission system operatars from Latvia
and Estonia started using the implicit capacity allocation model at the Baltic cross-bor-
der interconnection paints, thereby allocating part of the day-ahead capacity via the
GET Baltic gas exchange. As from 1July 2018, the Company started using the within-day
capacity allocation model. It is a transitional instrument for the integration of the Baltic
gas, which is intended to improve competitiveness of the gas markets and promote
cross-barder trade in gas. The regional gas market is expected to develop gradually.

With effect from 2020, a single gas market area was created by Latvia and Esto-
nia, which together with Finland formed a common tariff zone. As from 2020, a zero
transmission price has been introduced for the interconnection with Finland, and the
common tariff zone entry prices have been made uniform.

Although Lithuania supports the idea of creating a single regional gas market, the
terms of such arrangement do not serve the interest of Lithuania, since such joining
would result in an ungrounded additional financial burden on the domestic consum-
ers. Therefore, negotiations are under way with the Latvian, Estonian and Finnish op-
erators on the terms of the arrangement under which Lithuania would join the zone.
The aim is to create a single market on acceptable terms for all the parties, including
Lithuanian citizens and businesses. Lithuania expects to join the common tariff zone
at a later stage, prabably by the year 2023. The Baltic countries and Finland will con-
tinue negotiating their position on further market integration in order to develop a
mutually acceptable model of cooperation among the operators.

In 2020, the results of the study regarding integration of the Lithuanian, Latvian, Esto-
nian and Finnish natural gas markets revealed the economic benefits for each of the
countries within the region, if the gas market of Lithuania were integrated with the
gas market in Latvia, Estonia and Finland. Based on the results of the study of eco-
nomic benefits for the market, an alternative analysis was started in November 2020
in relation to potential Inter-TSO Compensation (ITC) mechanism. More information is
provided in section Regulation of Natural Gas Transmission Prices.

As the Company proceeds with the implementation of the GIPL project, cooperation with
the Polish partners is continued as follows: Amber Grid continues cooperation with the
Polish gas transmission system operator GAZ-SYSTEM S.A., while the gas exchange opera-
tor GET Baltic (the subsidiary of Amber Grid) continues cooperation with the Palish power
exchange TGE (Towarowa Gietda Energii SA). In 2020, a study was completed to look into
the commercial viability and economic benefits for the market of the GIPL project. Based
on the results of the study, a survey was prepared and distributed among the market
participants. Based on the results of the study and answers provided in the survey, the
decision will be made in relation to further steps necessary to harmonise the markets.
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OPERATIONS

4.1. TRANSMISSION SYSTEM

The natural gas transmission system consists of gas transmission pipe-
lines, gas compressor stations, gas distribution stations, gas metering
stations, anti-corrosion equipment for protection of pipelines, data
transmission and communication systems and other facilities belonging
to the transmission system. The Lithuanian gas transmission system is
connected to the gas transmission systems of the Republic of Latvia,
Republic of Belarus, Kaliningrad Region of the Russian Federation, and
Klaipéda LNG terminal.

The Company operates 64 gas distribution stations (GDS), 3 gas meter-
ing stations (GMS) and 2 gas compressor stations (GCS). The length of
the operated pipelines is 2,115km, and the diameter ranges between 100
and 1220mm. The design pressure in the larger part of the transmission
system is b4 bar.

" The natural gas transmission system
consists of gas transmission pipelines,
gas compressor stations, gas distribution
stations, gas metering stations, anti-
corrosion equipment for protection
of pipelines, data transmission and
communication systems and other facilities
belonging to the transmission system. {{
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4.2. MAINTENANCE, RECONSTRUCTION
AND MODERNISATION

Maintenance of the main pipelines is regulated under the legal acts and
is carried out strictly in compliance with the requirements set forth
therein. Maintenance and repair works are conducted continuously to
ensure a reliable and safe transmission system.

In 2020, internal diagnostics was conducted for the main gas pipelines
in the branch to Jonava GDS (24km), branch to Jonava GDS line Il (24km),
and branch to Girininky GSD (36 km). In addition, a control device was
launched in the main gas pipelines to Kaliningrad, in the section between
Vilnius and Kaunas (97km) and in both sections of the gas pipeline to
Kaliningrad from Kaunas to the Lithuanian border with Russia (8Tkm and
83km). In total, 345 km-long pipelines were inspected during the year.

In 2020, the Company carried out the following reconstruction and
modernisation works:

® replacement of shut-off devices and connection to the remote control
system:

- in the branch to Sal&ininkai GDS,
- in the pipeline Ivaceviciai-Vilnius-Riga,
- in the branch to Vievis GDS,
- in the branch to Elektrénai GDS,
- in the branch to Ziezmariai GDS,
- in the branch to KaiSiadariai GDS,
- in the branch to Praviena GDS.
® installation of pig launchers in the gas pipeline Vilnius-Kaunas;

® replacement of 41 pipe inserts in the main pipeline based on the in-
ternal diagnostics results;

® modernisation of automated control system at the gas compressor
station in Jaunitnai;

® designing of restoration of the gas distribution and metering sta-
tions;

© further implementation of the system for remote control of technolog-
ical processes and collection of data from the gas metering devices.
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4.5. MARKET OF THE SERVICES

Amber Grid provides natural gas transmission services to the system
users, other operators and gas market participants in the territory of
Lithuania: it transmits gas to the domestic consumers, also transports
natural gas to Latvia and Kaliningrad Region of the Russian Federation.
Gas is supplied to the system via the LNG terminal in Klaipéda and via the
entry points from Belarus and Latvia.

The EU common interest project GIPL, which is being implemented by
Amber Grid in cooperation with the Polish gas transmission system op-
erator GAZ-SYSTEM S.A., will connect the gas markets in the Baltic coun-
tries and Finland with that of the EU, and will expand access to new
natural gas supply sources in the future.

In addition, Amber Grid is respansible for balancing natural gas flows
in the transmission system and for administering the funds intended
for compensation of construction costs and fixed operating costs of
the LNG terminal, its infrastructure and the connector, as well as for
compensation of natural gas supply costs incurred by the designated
supplier. The Company actively warks with its partners to create con-
ditions for efficient functioning of the natural gas market by increasing
the competitiveness and liquidity of the gas market and by ensuring at-
tractive conditions for customers to operate in the natural gas market.

Amber Grid administers the National Register of Guarantees of Origin for
gas produced from renewable energy sources (RES), i.e. fulfils the following
functions: issuance, transfer and cancellation of the guarantees of origin,
supervision and monitoring of the use of the guarantees of origin, and rec-
ognition of the guarantees of origin issued in other states as acceptable in
Lithuania. Green gas is produced from biomass and other RES. The guar-
antee of origin is granted per unit of energy: one megawatt-hour (MWh)
supplied to the gas transmission and distribution network. The guarantee
of origin system enables identification, registration and monitoring of the
biogas produced, while the end-users of such fuel can be assured that the
gas they use is produced from renewable energy sources.

44, CLIENTS

The clients of Amber Grid's services of natural gas transmission via gas
transmission pipelines and balancing of natural gas flows in the trans-
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mission system are large Lithuanian electricity and district heating
companies, industrial and medium-size businesses in Lithuania, energy
and natural gas supply companies in the Baltic and third countries that
receive natural gas transmission services.

The clients of the National Register of Guarantees of Origin for gas pro-
duced from renewable energy sources: the gas producers, gas suppliers,
gas transmission system and gas distribution network operators and
other market participants intending to obtain or have already obtained
the guarantees of origin.

4.5. DESCRIPTION OF THE SERVICES

The Company provides the system users, other operators and gas mar-
ket participants with the following services:

© Natural gas transmission in the territory of Lithuania;
® Balancing of natural gas flows in the transmission system;

© Administration of funds intended for compensation of construction costs
and fixed operating costs of the LNG terminal, its infrastructure and the
connector, and for compensation of reasonable costs of supply of the
required quantity of natural gas incurred by the designated supplier;

© Managing the Register of Guarantees of Origin for gas produced from
renewable energy sources.

4.5.1. GAS TRANSMISSION

GAS TRANSMISSION QUANTITIES

In 2020, for the consumers in Lithuania and the EU Member States (Latvia,
Estonia and Finland), gas injected from Klaipéda LNG terminal to the gas
transmission system operated by Amber Grid amounted to 21,897 GWh, gas
transported from Latvia to Lithuania amounted to 1702 GWh, and gas trans-
ported from Belarus to Lithuania amounted to 9,926 GWh. Gas transmission
quantities from the LNG terminal to the consumers in Lithuania and other EU
Member States accounted for 65.3% of the total required quantity of gas.

25,144 GWh of gas was transmitted up to the domestic exit point for the gas
consumers in Lithuania in 2020. Compared to 23,530 GWh of gas transmitted
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in 2019, gas transmission quantities increased by 7%.

25,144 GWh of gas was transmitted up to the domestic exit point for the gas
consumers in Lithuania in 2020. Compared to 23,530 GWh of gas transmit-
ted in 2019, gas transmission quantities increased by 7%.

7960 GWh of gas was transmitted from the Lithuanian transmission sys-
tem to Latvia through the gas metering station in Kieménai in 2020, i.e.
33% more compared to 2019 (5,990 GWh).

24,902 GWh of gas was transparted to Kaliningrad Region of the Russian
Federation during the reporting period (2019: 26,002 GWh).

As at TJanuary 2021, the Company had 108 agreements on natural gas trans-
mission services with the transmission system users (gas consumers, gas
distribution system operators, importers, gas suppliers supplying gas up to
the consumer systems), of which 45 system users used the transmission ca-

13 957

13135
12328 I

Fertilizer production companies

37 4212
2573

Energy companies

Moo W29 2020

pacity during the reporting period. The Company had 2 natural gas balancing
agreements with the market participants trading natural gas via the virtual
trading point, but nat transporting it via the transmission system.

Structure of transmitted gas quantities at the domestic exit point by type
of transmission system users is illustrated in Picture 6.

REGULATION OF GAS TRANSMISSION PRICES

Regulation of gas transmission prices is conducted by the NERC thraugh
setting the revenue cap, the pricing methodology, and through approval of
the specific prices set by the Company. The revenue caps for regulated
activities can be annually adjusted by the decision of the NERC in accor-
dance with the procedure established in the Methodology for determining
revenue from and prices for regulated natural gas transmission activities.
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Pic. 6. Transmitted gas quantities by type of transmission system users in Lithuania, GWh, 2018-2020.
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On 10 June 2019, the NERC set the revenue cap of EUR 36.1 million for
requlated activities of Amber Grid for the year 2020 (i.e. for revenue from
gas transportation services via the natural gas transmission system),
which was 17.8% lower compared to the revenue cap of EUR 43.9 million
set for the year 2019 (i.e. a one-off reduction, when the allowed revenue
for 2020 was reduced by the amount of cumulative deviation of ROl esti-
mated at the end of the previous requlatory period 2014-2018).

Accordingly, the gas transmission prices approved by the NERC in au-
tumn of 2019 for entry/exit points of the transmission system, not in
excess of the revenue cap set by the NERC for the year 2020, became ef-
fective from 1January 2020. More details on the gas transmission prices
effective from 1 January 2020 are available on the Company's official
website at: https://www.ambergrid.It/en/services/tariffs-prices/tariffs-ef-
fective-from-1-january-2020.

In 2020, the average gas transmission price to meet the domestic con-
sumer needs in Lithuania (for short-term and long-term products) de-
creased on average by slightly more than 16% compared to the average
price applied in 2019 (to 1.22 EUR / MWh). Such decrease in the average
gas transmission prices for the domestic system users in Lithuania was
mastly driven by a reduced revenue cap for transmission services in
2020 compared to 2019 (by almost 18%).

During the period between 19 February 2020 and 31 March 2020, the NERC
conducted a public consultation regarding the multipliers, seasonal fac-
tors and discounts to be applied in the Company’s gas transmission price
structure for 2021, in line with the requirements of Art. 28 of the European
Commission Regulation establishing a network code on harmonised trans-
mission tariff structures for gas. In view of the opinion expressed by the
market participants in the course of public consultation and based on EUR
42.4 million revenue cap for regulated activities of Amber Grid set by the
NERC on 7 May 2020 for the year 2021, i.e. 175% higher compared to the
revenue cap for 2020 and quite close to the revenue cap for 2019 (EUR 43.9
million), at the end of May 2020 the NERC approved the gas transmission
prices set by the Board of the Company for the year 2021. More details on
the gas transmission prices effective from 1January 2021 are available on
the Company's official website at: https://www.ambergrid.lt/en/services/
tariffs-prices/tariffs-effective-from-1-january-2021.

In 2021, the average gas transmission price to meet the domestic con-
sumer needs in Lithuania (for short-term and long-term products) will be
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3% Inorder to create the best possible
conditions for market participants to
use the Lithuanian LNG terminal, a 75%
discount has been applied since 2019 to the
gas transmission price at the entry point in
Klaipéda. {§

1.40 EUR/MWh, which is about 15% higher compared to the average gas
transmission price in 2020 (1.22 EUR/MWh), and about 4% lower compared
to the average gas transmission price in 2019 (1.46 MWh). In 2020, the rev-
enue cap and the gas transmission prices were exceptionally low due to
a one-off adjustment (which is no longer reflected in 2021 prices), when
additionally earned income and expenditure savings were refunded to the
consumers for the years in the previous regulatory period. In 2021, the pric-
es are expected to substantially rebound to the 2079 level, but they will still
remain even lower due to increasing gas flows and higher efficiency of op-
erations. Although the gas transmission prices for 2021 take into account
the planned investments into the construction of the gas interconnection
with Poland (GIPL), as well as reconstruction and modernisation costs of
the transmission network in Lithuania, the investment effect is amortised
and the gas transmission prices for the domestic consumers in Lithuania
remain at a stable level due to the annually increasing gas flows towards
the direction of Latvia and higher efficiency of the Company’s operations.

For the transmission system to be easily accessible and flexible and for the
promotion of regional gas market development, the gas transmission prices
at the entry paints have been harmanised since 2020 with those applicable in
the adjacent tariff zone that covers Latvia, Estonia, and Finland. In addition,
for the purpose of ensuring the best possible conditions for the market par-
ticipants to benefit from the Lithuanian LNG terminal and in order to increase
the competitors’ pressure on the prices in the gas market, a 75% discount
has been applied since 2019 to the gas transmission price at the entry point
in Klaipéda. The prices approved for 2021 reflect harmonisation of the entry
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point prices with entry point prices in the adjacent tariff zone covering Lat-
via, Estonia and Finland, and application of a 75% discount.

It is important to note that debates are still under way regarding Lithuanias
joining of the adjacent tariff zone covering Latvia, Estonia and Finland (the FIN-
ESTLAT tariff zone), and regarding the effective Baltic and Finnish gas market
integration measures. The results of the study on integration of the Lithuanian,
Latvian, Estonian and Finnish natural gas markets (which has been conduct-
ed since April 2020 upon request of the transmission system operatars from
Lithuania, Latvia, Estonia and Finland) showed that Lithuanias joining of the
adjacent tariff zones is purposeful and beneficial for the entire region. In coop-
eration with other operators, an analysis of alternatives for potential Inter-TS0
Compensation Mechanism was undertaken in Lithuania in order to ensure that
Lithuania joins the FINESLAT tariff zone on such terms and conditions that
are beneficial and balanced for all the parties. If a compromise solution were
reached, Lithuania would jain the FINESTLAT tariff zone as from 2023.

4.5.2. BALANCING OF GAS FLOWS IN THE
TRANSMISSION SYSTEM

Amber Grid ensures the balancing of natural gas flows in the transmission sys-
tem. By following the Rules for Balancing Natural Gas Flows in the Transmission
System, the Company purchases balancing gas from a gas market participant
when there occurs gas surplus in the transmission system, and the Company
sells balancing gas to a gas market participant when there occurs gas shortage
in the transmission system. In 2020, due to the imbalance caused by the system
users, the Company bought 20.96Wh and sald 17.66Wh of gas.

Transmission of gas from/to third countries causes mixing of physical
gas flows in the transmission system, which in turn results in a difference
between the gross calorific value of gas at the entry and exit points of
the gas transmission system. In 2020, transmission of gas to Kaliningrad
Region resulted in a 312.5 GWh difference at the entry and exit points of
the transmission system, which was compensated to the Company through
payment for the transmission services from/ta third countries.

Apart from balancing of gas flows of the system users and other gas mar-
ket participants, the quantity of natural gas contained in the pipelines of
the Company's transmission system fluctuates due to technical and tech-
nological characteristics of the transmission system.
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4.5.5. ADMINISTRATION OF FUNDS INTENDED
FOR COMPENSATION OF CONSTRUCTION
COSTS AND FIXED OPERATING COSTS OF
THE LNG TERMINAL, ITS INFRASTRUCTURE
AND THE CONNECTOR, AND FOR
COMPENSATION OF REASONABLE COSTS
INCURRED BY THE DESIGNATED SUPPLIER

In order to ensure compliance with the requirements of the legal acts (the
Law on Liquified Natural Gas Terminal and the supplementing legal acts),
the Company collects, administers and pays out the LNG terminal funds to
the terminal operator (AB Klaipédos Nafta) and to the designated supplier
(Ignitis UAB) in accordance with the procedure prescribed by laws, and
these funds are used to compensate Amber Grid for the costs of adminis-
tration of the LNG terminal funds.

On 30 December 2019, the NERC approved an extra charge of 343.71 EUR/
(MWh/day/year) related to natural gas supply security with effect from 1
January 2020. On 30 November 2020, the NERC approved an extra charge
of 346.11 EUR/(MWh/day/year) related to natural gas supply security with
effect from 1January 2021.

The table below presents apportionment of the LNG terminal funds among
their beneficiaries, as agreed with the NERC, with effect from 1 January

Components Apportion- Apportion-
ment effec-  ment effec-
tive from 1 tive from 1

January 2020 January 2021

Regasification of liquefied gas 56,53 % 43, Th%

Administration costs 0% 012%

Reasonable supply costs of the 43,35% 56,14%

required quantity for the LNG

terminal

Total 100% 100%

Table 3. Appartionment of the LNG terminal funds among
their beneficiaries in 2019-2020
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2020 and 1January 2021.

There were legal disputes with Achema AB in relation to unpaid LNG ter-
minal funds. Currently, 2 civil cases are pending at the courts in relation
to the unpaid LNG terminal funds. The hearing of both cases has been ad-
journed until the final procedural judgement is passed in Case No. C-847/19
P of the Court of Justice of the European Union under the appeal brought
in relation to the judgement, which was passed by the General Court of the
European Union in Case No. T-417/16 an 12 September 2019.

4.6. ON-GOING AND PLANNED PURCHASES
AND INVESTMENTS

In June 2020, Amber Grid prepared the Ten-Year Network Development Plan
(2020-2029) and submitted it for the NERC approval. The total amount of
investments in the gas transmission system development projects over the
next ten years is expected to reach EUR 229.15 million. The gas consumption
in Lithuania is expected to increase slightly over the next ten years, as there
will be a possibility to transpart gas towards new directions - through the gas
interconnection between Poland and Lithuania. The Network Development
Plan also stipulates the main transmission system development directions,
including focusing on innovations and green energy promotion.

More details about the planned investments are provided on the Com-
pany's official website at: https://www.ambergrid.It/It/perdavimo-siste-
mos-pletros-planas.

4.7. RESEARCH & DEVELOPMENT
ACTIVITIES

In 2020, the Company proceeded with the administration of the National
Register of Guarantees of Origin for gas produced from renewable energy
sources (RES) that was started in 2019, i.e. fulfilled the following functions:
issuance, transfer and cancellation of the guarantees of arigin, supervision
and control over the use of the guarantees of origin, and recognition of
the guarantees of origin issued in other states as acceptable in Lithuania.
The system is beneficial for the energy consumers seeking to use environ-
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mentally friendly fuel produced in Lithuania or other EU Member States.
In cooperation with the designated bodies and renewable gas organisa-
tions in other countries, in 2020 the Company proceeded with successful
participation in the project REGATRACE (Renewable Gas Trade Centre in
Europe) funded under the EU Research and Innavation programme Horizon
2020. The purpose of the project is to develop a pan-European scheme for
the register of guarantees of origin for biomethane and other renewable
gases, and to promote the green gas production and market development.

Inresponse to an intensive development of RES energy generation, a signifi-
cant increase in RES share in the total energy balance, the current and future
challenges in balancing the power grid and integrating it into the electricity
transportation system, the use of Power-to-Gas (P26) technology is widely
researched and tested across Europe, since that technology has one of the
greatest potential among the currently known technologies as it allows ac-
cumulating high-power RES-generated energy and might contribute to deal-
ing with the aforementioned challenges. It allows transforming electricity
generated from RES into gaseous fuels (hydrogen and synthetic methane)
and transporting it via the gas transmission and distribution networks to the
storage and consumption sites, thereby contributing to decarbonization of
the energy and transport sectors. Accordingly, in order to assess relevance
and applicability of hydrogen gas and Power-to-Gas technology in Lithuania,
in 2020 the Company proceeded with the technical and economic feasibility
study, which is a part of EPSO-G Group's praject Development 2050. The re-
sults of the study are available at: https://innovation.epsog.It/musu-projek-
tai/2020-2050-metu-lietuvos-elektros-energetikos-sistemos-raidos-sce-
nariju-sudarymas/. In order to contribute more widely to the development
of hydrogen and Power-to-Gas technology in Lithuania and the entire region,
in 2020 the Company joined the Lithuanian Hydrogen Platform set by the
Ministry of Energy, and became a member of the European Clean Hydrogen
Alliance and Lithuanian Hydrogen Energy Association.

In 2020, the Company continued its participation in a research & develop-
ment project SecureGas, where together with its international partners it
aimed at safeguarding security and resilience of the EU gas grid against
cyber-attacks and physical threats. The project is financed under the EU
Research and Innovation Programme Horizan 2020. The purpase of the
project is “to develop methodologies, measures and guidelines for ensur-
ing security and resilience of the existing and future gas transmission
infrastructure facilities against cyber-attacks and physical threats’, by
taking into account the requirements set forth in the European Energy
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Security Strategy, the European Programme for Critical Infrastructure
Protection, and the EU Regulation 2017/1938 concerning measures to safe-
guard security of gas supply.

On the initiative of the gas transmission system operators from Lithua-
nia and Poland, in 2020 independent experts drafted a study, where they
investigated the possibilities of how to expand the commercial viability
of the GIPL, and what were the drivers that would increase the ecanomic
benefits of the GIPL for the consumers and market participants in Lithua-
nia, Poland, and other EU Members States.

4.8. BUSINESS PLANS AND PROSPECTS

The regional gas market is expected to develop gradually. Agreement on
a single gas market as from 2020 has been reached only between Latvia
and Estonia, which together with Finland formed a common tariff zone
as from 2020. Lithuania continues its debates with the regional partners
to ensure that participation in a single gas market will be beneficial for
all the involved parties. If the parties of the region reach a consensus in
2021, Lithuania will join the common tariff zone as from 2023.

By contributing to Lithuania's ambitious goals for a greater share of re-
newable energy in the domestic energy balance, the Company participates
in a number of initiatives and projects that enable its specialists to de-
velop competencies in the field of RES gas. The Company's participation
in projects REGATRACE, RAIDA 2050 and its membership in the European
Renewable Gas Registry (ERGaR) association, besides the aforementioned
goals, will enable it to develop new competencies that will contribute in
future to the promotion of green gas production and market development
in Lithuania, to safeguarding the business continuity of the Company, and
to implementation of the National Energy Strategy.

It is projected that in 2021 the Company will transport about 22 TWh of
natural gas to the domestic exit point for the Lithuanian system users,
45 TWh - to the Republic of Latvia, and around 26 TWh - to Kalinin-
grad Region of the Russian Federation. A larger share of total quantity
of natural gas intended for the consumers in Lithuania and other Baltic
countries is projected to be transported from Klaipéda LNG terminal.
The exact quantity of gas flows and gas supply sources will depend on
the market situation in the course of the year, as well as on climate
conditions and other circumstances.
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FINANCIAL RESULTS

Table 4. Financial performance indicators

2020 2019 2018
Financial results (EUR ‘000)
Th.e flnanFlaI resu.lt.s cover the fl.gures reflgctmg the consolidated financial performance indicators gf Amber Financial results (EUR ‘000) @ 52286 © 5569 54562
Grid and its subsidiary GET Baltic UAB, which are presented below as the Group's results of operations and
, Profit (loss) before tax © 158 € 14734 -26.027
5.1. FINANCIAL PERFORMANCE INDICATORS et oot 8l o oo
Formulas used in calculations: Net cash flows from operating activities © u6n @ 2726 235.359
Investments € 89720 € 18279 16.034
© EBITDA = profit (loss) before tax + finance costs - finance income + depreciation and amortisation charges o
+impairment charges + asset write-offs Financial debt @ ms O 7 A
® Net financial debt = financial debt - cash and cash equivalents Profit margins (%)
© EBITDA margin = EBITDA/ revenue EBITDA margin O 499 ®© 53 452
© Net profit (loss) margin = net profit (loss) / revenue Net profit (loss) margin o 38 o 26 -39.6
© ROA = net profit (loss) / average asset value
i ) Average return on assets (R0A) 0 668 @ 53 -8,66
© ROE = net profit (loss) / average equity value
@ Current ratio = current assets / current liabilities Average return on equity (ROE) @ 2 O 9 H36
© Quick Ratio = (current assets - inventories) / current liabilities Liquidity ratios
® Turnover of non-current assets =revenue/property, plant and equipment and intangible assets Current ratio (4) 116 @ 064 0,54
® Equity-to-assets ratio = equity / assets Ouick ratio 4 m @ 059 048
© Financial debt-to-equity ratio = financial debt / equity Turnover of non-current assets ® o e 0y 027
© Financial debt-to-EBITDA ratio = financial debt / EBITDA . .
© Share price /earnings per share ratio = share price at the end of period / (net earnings / number of shares) AT ST
Equity-to-assets ratio @ o5 S 05 055
Financial debt-to-equity ratio © o7 © 05 062
Financial debt-to-EBITDA ratio, times O 459 © 28 3,25
Market value indicators
Share price/earnings per share ratio (P/E), times © 9 o 1B -9.41
? The financial indicators are presented after elimination of .
assets or liabilities arising from the LNG terminal funds. Net earnings (loss) per share, EUR & 00 @ 007 -0,12

Back to contents
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Pic. 7. The Group’s revenue structure in 2018-2020, %; EUR million
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Pic. 8. The Group’ structure of expenses in 2018-2020 (after elimi-
nation of impairment charges of assets in 2018), %; EUR million
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b.2. REVENUE

In 2020, the Company’s revenue totalled EUR 52,286 thousand and, com-
pared to 2019, it decreased by 6,0%. Although with effect from this year, the
tariff for the transmission services rendered by Amber Grid is 16% lower,
an increased quantity of gas transported to Latvia and a higher demand for
gas in Lithuania, especially in the industry sector, helped to sustain stable
revenue from gas transmission services.

Revenue from balancing services decreased due to lower balancing gas pric-
es. Other revenue (revenue from administration of the LNG terminal funds,
revenue from services provided by a licensed gas market operator (UAB GET
Baltic), and other revenue amounted to EUR 1,801 thousand in 2020 (Pic. 7).

Revenue from balancing services includes the following:

® Balancing of gas flows for the system users and other gas market
participants involved in the balancing of the transmission system;

® Operational balancing of the transmission system determined by
the technological characteristics of the transmission system and
gas flow deviations (imbalances) occurring for technical causes.

The Company is obliged to administer the LNG terminal funds under the law.
For mare details and disclosure of accounting for the LNG terminal funds, see
the Amber Grid Consolidated and the Company's financial statements for 2020.

0.3. EXPENSES

In 2020, the Group's expenses totalled EUR 37,337 thousand and, com-
pared to 2019, they decreased by 7.9%. Such decrease was mostly driven
by decrease in maintenance expenses and natural gas costs.

Depreciation and amortisation amounted to EUR 11,126 thousand and ac-
counted for a significant portion of expenses (30% of total expenses), and
increased by 9.5% compared to 2019 (Pic. 8) due to increased investments.

Employee benefits and social security contributions amounted to EUR
10,254 thousand (27% of total expenses) and increased by 4.8% compared
to 2019. Repair and technical maintenance expenses amounted to EUR 3,405
thousand (3% of total expenses) and decreased by 4.7% compared to 2019.
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Pic. 9. The Group’s financial performance in 2018-2020, EUR million.
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Pic. 10. The Group’ profitability in 2018-2020, %.
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Natural gas costs amounted to EUR 6,345 thousand (17% of total expenses)
and decreased by 44% compared to 2019 due to lower gas prices. The
Company purchased natural gas for technological needs, for balancing gas
flows of system users and other gas market participants involved in the
balancing of transmission system, and for operational balancing.

b.4. RESULTS OF OPERATIONS

In 2020, the Group's net profit totalled EUR 18,170 thousand, i.e. increased
by 45% compared to EUR 12,572 thousand in 2019.

In 2020, the Group's profit before tax amounted to EUR 14,586 thousand
(2019: EUR 14,734 thousand), while earnings before interest, tax, depreci-
ation and amortisation (EBITDA) amounted to EUR 26,075 thousand (2019:
EUR 25,206 thousand).

A better financial performance was driven by larger quantities of trans-
mitted gas, higher revenue from transmission services, and lower ex-
penses in 2020.

b.5. INVESTMENTS

In 2020, the Group's investments increased and totalled EUR 89,720 thou-
sand (2019: EUR 18,279 thousand) (Pic. 11).

Investments in the GIPL project accounted for 86% of total investments
during 2020. Investments in reconstruction and modernisation of assets
accounted for the remaining part.

b.6. ASSETS

At the end of 2020, the Group’s assets totalled EUR 316,371 thousand:
non-current and current assets accounted for 80.8% and 19.2% of total
assets, respectively.

In 2020, non-current assets increased by 22% and amounted to EUR

Amber
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Pic. 1. The Group’s investment structure in 2018-2020, EUR million.

255,757 thousand due to investments that exceeded depreciation. At the
end of 2020, the Group's current assets amounted to EUR 60,614 thousand,
i.e. increased by 30% compared to 2019. Such increase was mostly driven
by increase in grants receivable.

b.7. EQUITY AND LIABILITIES

In 2020, the Company’s equity increased by 13% and totalled EUR 154,830
thousand at the end of the reparting period. Equity accounted for 48.9% of
the Group's total assets at the end of the reporting period.

In 2020, amounts payable and liabilities increased by 35% and amount-
ed to EUR 161,541 thousand at the end of the reporting period. Increase in



amounts payable and liabilities was caused by increase in financial debt in
relation to intensive implementation of the GIPL project, for the funding of
which a long-term loan agreement was signed with the European Invest-
ment Bank in 2020.

In 2020, financial debt amounted to EUR 119,591 thousand, i.e. increased by
EUR 47,782 thousand during the reporting period. The financial debt-to-eq-
uity ratio was 77.2%.

In 2020, the Company’s cash flows from operating activities amounted to
EUR 24,672 thousand (2019: EUR 27,216 thousand). Cash outflows related to
acquisition of non-current assets amounted to EUR 86,315 thousand (2019:
EUR -19,915 thousand), and those related to payment of dividends for the
previous periods amounted to EUR 3 thousand (2019: EUR 5,228 thousand).
In 2020, the EU financial support obtained to finance the investment proj-
ects amounted to EUR 15,065 thousand (2019: EUR 6,941 thousand).

Other information has been disclosed in the notes to the annual Amber Grid
Consolidated and the Company’s financial statements for the year 2020.

Significant events after the end of the reporting period have been dis-
closed in the notes to the annual Amber Grid Consolidated and the Compa-
ny's financial statements for the year 2020.

The financial assistance (support) policy is described in the Social Respon-
sibility Report for the year 2020. The Company provided no other form of
financial assistance during the reporting period.

Information on related-party transactions is presented in the consolidated
annual financial statements for 2020.

As at 31 December 2020, the Company was a party to the following significant
arrangement entitling the counterparties to terminate the transactions con-
cluded with the Company following the changes in the Company’s control: the
loan agreement of 19 August 2015 with the Nordic Investment Bank; the loan
agreement of 18 May 2018 with OP Corporate Bank plc. Lithuanian branch; the
long-term loan agreement of 30 June 2020 with the European Investment
Bank. The terms of the loan agreements are deemed to constitute bilateral
confidential information of the parties to the respective agreements, and
their disclosure could inflict damage on the Company.

During the reporting period, the Company neither entered inta any detrimental
transactions (transactions that are inconsistent with the Company's objec-
tives or standard market terms, that infringe on interests of shareholders or
any other stakeholders, etc.) nor into any transactions giving rise to conflict
of interests in respect of responsibilities fulfilled by the Company’s manage-
ment, controlling shareholders or any other related parties, also in respect of
the Company's interests and their private interest and/or other responsibilities.

The Audit Committee of EPS0-G, which operates at the group level and per-
forms the functions of the Audit Committee of Amber Grid, provides opinions
on related-party transactions of Amber Grid. The Audit Committee assesses
whether the respective related-party transaction has been concluded in line

Amber
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As at 31 December 2020, the Company owned 100% of shares of its subsid-
iary GET Baltic UAB. More details on the controlled entity are provided in the
annual Amber Grid Consalidated and the Company’s financial statements for
the year 2020.
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ol RISKS AND RISK MANAGEMENT

6.1. RISKS AND RISK MANAGEMENT

Risk is understood by the Company as a probability of unforeseen events that
may have impact, negative or positive, on the Company’s ability to achieve its
strategic and business goals. The Company focuses on active management
of its risks, and by doing so, it seeks ta achieve the following goals:

@ increase the probability of success in achieving the Company’s busi-
ness goals and ensuring efficiency of operations;

® proactively plan and co-ordinate implementation of measures aimed
at mitigating the negative impact of potential events and/or the
probability of their accurrence.

® improve safety of employees, third parties and environment;
® improve prevention and management of unfareseen events;

® build confidence in the Company by the general public and the State.

The risk management is understood as a structured approach towards
management of uncertainties.

Agroup of risk management processes consists of the following processes:

© |. Business environment understanding. Each year, the risk owners
assess changes in respect of the Company’s goals, internal and external
environment, organisational structure, and identify new potential risks.

o Il Risk identification and assessment. Based on historical data, ex-
pert evaluation and the results of monitoring the risks and implemen-
tation of risk management measures, the Company’s risks are defined,
by identifying their sources, affected areas, risk-related events, their
causes, potential impact expressed in quantifiable financial terms
(EUR), and existence of risk in a long run. The risk type is identified,
and the currently applied risk management measures are described.
The Company assesses the risk prabability, impact and level values,

Back to contents
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Pic. 12. Key risk management processes

identifies the potential risk management measures in view of interde-
pendancies among the risks. The units that are responsible for the risk
management carry out the risk identification and assessment process
in parallel to the process which takes place at EPSO-G, and reports the
related information to EPS0-G risk management and prevention unit.

o lIL. Risk prioritisation. A session on prioritisation of risks is initiat-

ed in order to review the list of risks drafted during the process II.
The Company identifies the top priority risks. If during this process
any doubts arise in relation to certain probabilities, impact, risks
management measures or any other aspects, a repeated analysis of
those risks is initiated.
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© IV. Developing a plan on risk management measures. This pro-

cess involves elaboration and approval of the Company’s plan on risk
management measures in respect of the risks identified during the
process Il The plan also includes the resources required for man-
agement of risks, and it is subject to approval by the Board. The
amount of funds required for the implementation of the risk man-
agement measures is considered when planning the next year bud-
get. In case the amount budgeted for risk management differs from
the amount specified in the plan on risk management measures,
adjustments should be made to the Company’s plan on risk man-
agement measures. The final plan on risk management measures
together with the budget are subject to approval by the Board. The
goals of the plan on risk monitoring and risk management measures
are linked to the annual performance goals of employees fulfilling
the risk monitoring and management functions.

@ V. Monitoring. This process involves periodic monitoring of risks

and of implementation of the risk management measures, which
includes assessment of changes in risk level, the progress achieved
with the implementation of risk management measures, and their
effectiveness. The risk owners and the employees responsible for
implementation of risk management measures reqularly report the
monitoring results to EPSO-Gs the risk management and prevention
unit and to the Company’s Board. When a value greater than the risk
tolerance or a critical value of the key risk indicator (KRI) is recorded
and new risks are identified, the KRI value of which exceeds the risk
appetite, the new risk management measures are envisaged and
corrections are made in the plan on risk management measures,
which are subject to approval by the Board.

® VI. Sharing of information and communication. Continuous com-

munication within the Company between the risk owners, the risk
management unit, the risk management and prevention unit of EP-
S0-G, the CEO and collegial badies of the Company is fundamental
for an effective risk management. Effective communication requires
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ensuring that the relevant information is communicated to the re-
spansible employees on a timely basis.

The risk management is carried out in accordance with the method-
ology described in the international standard COSO ERM (Committee
of Sponsoring Organisations of the Treadway Commission, Enterprise
Risk Management). The Company is fully integrated into EPSO-G Group's
Risk Management Policy and follows the Group's Risk Management
Methodology. The Risk Management Policy and the Risk Management
Methodology are approved and amended by the decision of the Com-
pany’'s Board, whereas the entire process is coordinated by the Audit
Committee of EPSO-G, which also fulfils the functions of the Company's
Audit Committee.

The risks incurred by the Company are grouped into the following categories:

Political: Impact of decisions made by the state authorities in Lithu-
ania and neighbouring countries on the Company’s and/or the Group’s
operations, including energy reforms, tax policy, remuneration and/
or safety and/or other regulations, trade restrictions, and political
stability.

Economic: Impact of domestic and global market on the Company’s
operatians, including competition among the subcontractors, indus-
try development trend, changes in electricity and gas market prices,
concentration of consumers, fluctuations in interest rates, inflation,
exchange rates, credit availability, GDP, etc.

Social: Impact of demographic changes, such as age and educa-
tion of employees and consumer wealth distribution, also impact of
changes in consumer habits or energy consumption on the Compa-
ny's operations.

Technological: Impact of equipment malfunctioning, changes in
innavation and technology market, and cyber-attacks on the Compa-
ny’s operations.

Legal: A risk that the Group will be held liable in the ordinary course of
business in accordance with the procedure set forth in the legal acts
due to failure to fulfil its commitments to its employees, customers and
suppliers, untimely fulfilment of work, or for other reasons.

Information on concentration risk, gas purchase price risk and financial
risks (liquidity, credit, interest rate risks) is disclosed in more detail in the
Amber Grid Consolidated and the Company's financial statements for the
year 2020.
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In 2020, the currently effective business continuity and preventive mea-
sures were reviewed, and the new ones were planned:

Appointment of employees respansible for monitoring and reporting
the situation;

Possibility for employees returning from risk countries to work re-
motely, take holiday or a temporary leave;

Identification of business units, employees and substitute employees
undertaking the critical functions and administrating the main systems;

Implementation of remote work organisation measures;
Sharing of information on preventive measures with employees.

Additional organisational measures were introduced at the system oper-
ation centre, the technical and staff substitution measures were planned
at the system operation centre in case of spread of the virus. The emer-
gency management plan was reviewed, additional documents were
drafted and the following measures were implemented: lists of critical
functions, lists of measures necessary to ensure continuous implemen-
tation of the functions,

The Company's financial statements are prepared according to Interna-
tional Financial Reporting Standards, as adopted by the EU.

The Company has adopted the Manual of Accounting Procedures and Pali-
cies that defines the principles, methods and rules of accounting, financial
reporting and presentation. In addition, seeking to ensure timely prepa-
ration of the financial statements, the Company follows the internal rules
that define the deadlines for the submission of accounting documents and
preparation of the financial statements.

A“four-eye” principle is followed when preparing the financial statements.
The Accounting Unit is responsible for the preparation and review of fi-
nancial statements.

Grid
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7.1. INFORMATION ON COMPLIANCE
THE CORPORATE GOVERNANCE CODE

The Company complies with the Corparate Governance Code for Companies
Listed on NASDAQ Vilnius Stock Exchange (available at www.nasdagbaltic.
com; hereinafter referred to as “the Code’). The Code is applicable to the
extent it is consistent with the Articles of Association of the Company. The
Company has disclosed its compliance with the requirements of the Code,
and such information is available on the Company’s official website at
www.ambergrid.It, and on the Central Storage Facility at www.crib.It.

7.2. SHARE CAPITAL

The Company's authorised share capital amounts to EUR 51730,929.06 It is di-
vided into 178,382,514 ordinary registered shares with par value of EUR 0.29
each. An ordinary registered share of EUR 0.29 par value grants its holder ane
vate at the General Meeting of Shareholders. All the shares have been fully paid.

R No shareholder of the Company has
any special control rights. According to
the Company’s Articles of Association,
decisions on the issue of new shares
and repurchase of own shares may be
made only by the general meeting of
shareholders of the Company. {§

Back to contents

GOVERNANCE REPORT

There were no changes in the Company’s ownership structure during 2020.
EPSO-G UAB retained its 96.58% shareholding in the Company and was
the only shareholder holding mare than 5% of the Company’s shares. EP-
S0-G UAB has a casting vate in the decision-making process at the General
Meeting of Shareholders.

7.3.SHARES AND SHAREHOLDER RIGHTS

The number of the Company’s shares that entitle their halders to vote at the
General Meeting of Shareholders matches the number of shares in issue,
which is equal to 178,382,514 shares. All property and non-property rights
conferred by the shares of Amber Grid are equal, and none of the Company's
shareholders has special control rights. In accordance with the Company’s
Articles of Assaciation, only the General Meeting of Shareholders can make
the decisions on issuance of new shares and acquisition of own shares.

To the knowledge of the Company, there are no mutual arrangements be-
tween the shareholders that might result in restrictions on the transfer of
securities and/or on voting rights. There are no restrictions imposed on
the voting rights at the Company.

In 2020, the Company had no own shares and had no transactions relating
to acquisition or disposal of its own shares.

74. SHAREHOLDERS

As at 31 December 2020, Amber Grid had over 2,280 shareholders (Lithu-
anian and foreign natural and legal persons), whereof 1(one) shareholder
held more than 5% of the Company’s shares.

The Company's shareholder structure is provided in Pic. 13.

Amber
Grid

Shareholder Registered office Ownership
address / legal interest, number
entity code of shares
EPSO-G UAB Gedimino pr. 20, 172.279.125
Vilnius, Lithua-
nia/302826889
Minority shareholders 6.103.389
Total 178.382.514

5 lentelé. Bendrovés akcininkai

3.4%

96.6%

I uAB EPSO-G” [ | Minority shareholders

Pic. 13. Shareholder structure as at 51 December 2020
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7.5. DETAILS OF TRADING IN SECURITIES
ON REGULATED MARKETS

Since 1 August 2013, the Company’s shares have been offered for trade on
the requlated market and quoted on the Secondary List of NASDAQ Vilnius
Stock Exchange.

In 2020, the trading turnaver in the Company's shares was EUR 0.56
million (2019: EUR 0.38 million), with the total of 345,565 shares (2019:

Basic details of Amber Grid shares

ISIN code LT0000128696
LEl code 097900BGMP0000061061
Ticker AMGIL
Shares in issue (number of 178,382,514
shares)

Table 6. Basic details of Amber Grid shares

345,565 shares) transferred under the transactions. The Company's
share price dynamics is presented in Pic. 14, and details on the Compa-
ny's share price and turnover (2017-2020) are provided in Pic. 15.

As at 31 December 2020, Amber Grid's market capitalisation reached EUR
173.92 million. The quoted price per share and the market capitalisation
decreased by 0.51% in 2020.

7.6. DIVIDENDS

The Group's and the Company’s Dividend Policy stipulates uniform rules for
estimation, payment and declaration of dividends across all companies of
EPSO-G Group.

The main purpose of the Dividend Policy3 is ta set clear guidelines regarding
the expected return on equity for the existing and potential shareholders
through sustainable corporate value growth of the Group and its companies,
and development of the strategic projects, thereby consistently strengthen-
ing trust in the whale group of energy transmission and exchange companies.

Back to contents
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$The Company's and the Group's Dividend Policy was approved by the Board of Amber Grid, with its last edited version presented on 20 February 2020. The document is available at https://www.
ambergrid.It/It/apie_mus/rubrika-investuotojams/dividendai



ANNUAL REPORT 2020

0On 20 April 2020, the Ordinary General Meeting of Shareholders approved the
proposal of the Company’s Board not to distribute profit for 2019.

7.7. AGREEMENTS WITH INTERMEDIARIES
OF PUBLIC TRADING IN SECURITIES

Amber Grid has an agreement with SEB Bank AB for provision of accounting
and related services of the Company’s securities.

On 30 April 2018, the Company concluded an agreement with AB SEB Bank
on the payment/distribution of dividends to minority shareholders, under
which AB SEB Bank calculates and pays out dividends to all the sharehold-
ers of the Company, except for EPS0-G UAB.

7.8. MANAGEMENT STRUCTURE

In performing its activities, the Company complies with the Law on Com-
panies, the Law on Securities, the Company’s Articles of Association, and
other legal acts of the Republic of Lithuania. The powers of the General
Meeting of Sharehalders, the rights of shareholders and exercising of such
rights are defined in the Law on Companies and the Articles of Associa-
tion of the Company, which are available on the Company's official website
at www.ambergrid.lt/en/about-us/investors-relations/bylaws. The last
amendments to the Articles of Association of the Company were made on

Details of SEB Bank AB
112021238

Konstitucijos pr. 24, LT-08105,
Vilnius, Lithuania

Phone +370 5 268 2800
Email info@seb.It

Legal entity code

Registered office address

Official website www.seb.It

Table 7. Bank's requisite details
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25 December 2019.

On 23 December 2019, the General Meeting of Shareholders adopted the
decision to amend the Articles of Association of the Company, by stipulat-
ing that the Board shall elect the Board's lawyer and shall be accountable
for its activities by submitting an annual report to the General Meeting of
Shareholders.

The Articles of Association provide for the following bodies of the Company:
@ The General Meeting of Shareholders,
® The Board - a collegial management body;

® The head of the Company - the CEO - a single-person management
body.

THE GENERAL MEETING OF SHAREHOLDERS

The Company’s procedure for convening the General Meeting of Share-
holder, decision-making process, and the powers of the General Meeting
of Shareholders are consistent with those stipulated in the Law on Com-
panies of the Republic of Lithuania (the Law on Companies), except for
the additional powers of the General Meeting of Sharehalders stipulated in
Article 26 of the Company’s Articles of Association.

Article 26 of the Articles of Association stipulates that the General Meeting
of Shareholders also takes decisions regarding as follows (additional pow-
ers of the Meeting):

© approval of the Board's decisions as set forth in Article 38 of the
Articles of Association. As the Meeting approves the Board's decisions
regarding the specific transactions, the Meeting, inter alia, approves
the essential terms and conditions of such transactions;

® appointment and removal from office of the Board members, deter-
mination of remuneration of Board members, determination of an-
nual remuneration budget for remuneration of the Board members
and compensation for costs related to fulfilment of functions at the
Board, signing of agreements with the Company’s Board members
regarding their functions at the Board, determination of standard
terms of such agreements;

@ removal or non-removal from office of the Board members at the
time of taking the decisions that involve the conflicts of interests of
the Board members, in cases stipulated in Article 48° of the Articles
of Association.

Amber
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THE BOARD

The Articles of Association of Amber Grid stipulate that the Board consists
of five members appointed by the General Meeting of Sharehalders for the
term of office of four years, with regard to the recommendations provi-
ded by the Remuneration and Nomination Committee. Two members of the
Board shall be independent members.

A continuous term of office of a Board member shall be no longer than two
consecutive terms, i.e. no mare than eight consecutive years.

“38. The following decisions of the Board shall be subject to approval by the Meeting:

38.1. on the transfer, pledge or other encumbrance of the shares (ownership interest, member
contributions) held by the Company or the rights carried by such shares (ownership interest,
member contributions) or any other rights of a member of a legal entity;

38.2. on the transfer of a complex of assets or a substantial part thereof owned by the Com-
pany's controlled entities and/or associates, if the carrying amount of the assets transferred
exceeds 1/50 of the share capital of the Company;

38.3. on the transfer, pledge, change of a legal status, any other encumbrance or disposition
of the Company's assets included in the List of Facilities and Assets of Special Strategic
Importance for Ensuring National Security, as stipulated in the Law on Protection of Objects
of Importance for Ensuring National Security of the Republic of Lithuania, if the value of the
above-referred assets exceeds 1/50 of the share capital of the Company;

38.4. on the transfer, other disposition or encumbrance of the shares and the rights carried
by the shares held in directly or indirectly controlled entities that are the owners of and

that develop, operate, use or otherwise have the disposition of the assets referred to herein
in subparagraph (iii), on the increase, reduction of the share capital of such entities or on
any other actions that may lead to changes in the share capital structure of such entities
(e.g., issuance of convertible debentures), and on the reorganisation, spinoff, restructuring,
liquidation, rearrangement of the entities referred to herein, or on any other actions that lead
to changes in a legal status of the entities referred to herein;

38.5. on the investment, transfer, lease (estimated individually for each type of transaction),
pledge or mortgage (estimated as a total amount of transactions) of the Company's assets
with the carrying amount exceeding 1/5 of the share capital of the Company;

38.6. on any transactions that involve arrangements on payment of penalties with the total
amount exceeding 1/5 of the share capital of the Company;

38.7. on offering of surety or guarantee for the discharge of obligations of third parties, the
amount whereof exceeds 1/5 of the share capital of the Company;

38.8. on the acquisition of assets for the price exceeding 1/5 of the share capital of the
Company;

38.9. on the submission of the Company’s projects for recognising them as the projects of
special national importance and/or projects important to the State, as defined in the legal acts.
5 A member of the Board shall neither refuse to vote nor abstain, except for the cases
specified by laws and these Articles of Association. If a member of the Board takes part
(votes, participates in discussions, etc.) in a decision-making process, which is (directly or
indirectly) related to personal interests of the respective member of the Board, the respective
member of the Board shall immediately refrain from any actions pertaining to fulfilment of
his functions, and shall notify the Board of the existing conflict of interests. The Board shall
decide on the suspension of the member of the Board from voting at the time of making a
decision on the specific matter, and when the Board is unable to decide as none of the Board
members are able to vote on the specific matter due to a conflict of interests, the respective
decision on the suspension of Board members shall be made by the Meeting.
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The Board members are selected in accordance with the Description of
selection of candidates to the board of a state or municipal enterprise
and candidates to a collegial supervisory or management bady elected
by the general meeting of shareholders of an enterprise owned by the
state or municipality, as approved by Resolution No 631 of 17 June 2015
of the Government of the Republic of Lithuania.

The powers of the Board of the Company are consistent with those
stipulated in the Law on Companies, except for the additional powers
stipulated in Article 36-44° of the Articles of Association.

Additional powers of the Board encompass approval of the fundamen-
tal documents of the Company (Strategy, Action Plan, Budget, etc.),
determination of employment terms and conditions of the CEQ, deter-
mination of prices for gas transmission services and other regulated
services, approval of disposal of the Company’s assets, conclusion of
material transactions stipulated in the Articles of Association.

The Board of the Company alsa fulfils the following supervisory functions:

with regard to the opinion of the Audit Committee, approves or
disapproves the transactions with related parties;

supervises the activities of the CEQ, submits comments and sug-
gestions to the Meeting regarding the activities of the CEQ;

considers whether the CEO is fit to hold the office in case the
Company is operating at a loss;

submits suggestions to the CEO on revocation of the decisions that
are in conflict with the laws and other legal acts, with the Articles of
Association, and with the decisions taken by the Meeting or the Board;

decides on other matters pertaining to supervision of activities
of the Company and the CEO that are assigned to the authority of
the Board under the Articles of Association or by the decision of
the Meeting.

Information about the Board members, the CEQ, and the Chief Accoun-
tant of Amber Grid is presented in Table 8.

Overall, 24 Board meetings were held during 2020.

8 The Company’s Articles of Assaciation are available on the official website at: https://
www.ambergrid.lt/It/apie_mus/rubrika-investuotojams/istatai

7 Information on professional experience of the Board members is available on:
https://www.ambergrid.|t/It/apie_mus/valdymas/valdyba, and information on profes-
sional experience of the Company's CEQ and other executive personnel on: https://
www.ambergrid.lt/It/apie_mus/valdymas/vadovybe
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Full name

Algirdas
Juozaponis

Renata
Damanskyte-
Rekasiené

Ignas
Degutis

Sigitas
Lutautas

Rimvydas
Stilinis

Nerijus
Datkiinas

Nemunas
Biknius™

Rasa
Baltaragiené

Job position

Chairman of the
Board

(elected on 28 April
2018)

Board member

Independent Board
member

Independent Board
member

Board member

Independent Board

member

CEO

Head of Accounting
Department

Term of office

From 07/09/2021
t019/04/2020

From 20/04/2020

From 20/04/2020

From 07/09/2018 to 19/04/2020
From 20/04/2020

From 26/04/2016 to 19/04/2020

From 20/04/2020 to
31/08/2020

From 26/04/2016 to 18/04/2020

From 28/10/2019 to 07/04/2020

From 02/12/2019

* In October 2019, following the resignation of Mr. Saulius Bilius from the position of the CEO, and appointment
of Mr. Nemunas Biknis as an acting CEO, his powers as the Chairman and Board member were suspended.

Job positions held Shares held in
elsewhere Amber Grid

CFO, EPSO-G UAB None

Chairman of the Board,

LITGRID AB

Director for Legal and None

Corporate Governance,

EPSO-G UAB

CFO, Board member, RB None

Rail AS (Rail Baltica)

Director, Busto Paskoly None

Draudimas UAB

Chairman of Innovation

and Development Com-

mittee, EPS0-G UAB

Director for Infrastruc- =

ture, EPSO-G UAB;

Board member, state-

owned company |gnalina

Nuclear Power Plant

Strategy Facilitator, -

Management Consultant,

Corporate Finance

Professional; Lecturer

None Holds 0.001505%
of shares in
Amber Grid
= None

Amber
Grid

Qualification’

Vilnius University,
Master in Banking

Vilnius University, Faculty of Law,
Majoring in commercial Law,
Master of Law; Baltic Institute of
Corporate Governance, Profes-
sional Board Member; Lawyer’s
Certificate

ISM University of Management and
Economics, Master in Economics;
Baltic Institute of Corporate Gover-
nance, Education Programmes for
Council/Board Members and Chairs

Vilnius University, Master in
Business Management and Admin-
istration; ESMT European School
of Management and Technology,
Berlin, post-graduate studies

Baltic Institute of Corporate Gover-
nance, Professional Board Member;

Kaunas University of Technology,
Master in Energy Engineering

Baltic Management Institute,
Master in Business Administra-
tion; Vilnius University, Master

in Production Economics and
Management; Baltic Institute of
Corporate Governance, Profession-
al Board Member

Table 8. Information about the Board members, the CEO, and the

Chief Accountant
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ATTENDANCE AT THE BOARD MEETINGS:

There were 24 meetings of the Board held in 2020, the members of the Board participated:

Algirdas Juozaponis @ 2l|. Renata Damanskyté-Rekasiené @ 16 Sigitas Zutautas @ 2l|.
(Beginning of the term 20/04/2020)

Ignas Degutis o 16 rimyydas Stilinis o 16  NerijusDatkinas o 8
(Beginning of the term 20/04/2020) (End of the term 31/08/2020) (End of the term 19/04/2020)

Back to contents
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DECISIONS ADOPTED BY THE BOARD DURING 2020: Table 10. List of decisions adopted by the Board of Amber Grid

January 2020

14/01

Approved the strategy for
2017-2022 and the action
plan for 2020-2022.

20/01

Assessed achievement of the
CEO's goals for 2019.

July 2020

21/07

Approved the list of job
positions, the range structure
for job position levels and
remuneration of executive per-
sonnel, middle-level managers.

Approved the amendment to
the loan agreement with the
Nordic Investment Bank.

Back to contents

February 2020

13/02

Approved the CEO's goals for 2020
and assessment indicators.

20/02

Joined the updated policies of
accounting, dividends, management
of interests of collegial management
bodies, executives and employees.

Approved the structure of ranges for
job position levels and remuneration
of executive personnel, the plan on
risk management measures for 2020,
updated the list of job positions.

Initiated selection to the Board
members of GET Baltic.

August 2020

11/08

Joined the European Clean Hydrogen
Alliance.

27/08

Convened the Extraordinary General
Meeting of Shareholders.

Decided on the vating at the General
Meeting of Shareholders of GET
Baltic.

March 2020

24/03

Joined the updated risk manage-
ment methodology.

Amended the terms and conditions
of cash pool agreement between
Amber Grid AB and EPSO-G UAB.

Approved participation in the
activities of EASEE-gas (European
Association for the Streamlining of
the Energy Exchange-gas).

Approved the report on implemen-
tation of the Strategy.

27/03
Approved the Company’s con-
solidated annual report, set of

financial statements, proposed
profit appropriations.

Initiated the Ordinary General Meet-
ing of Shareholders.

September 2020

22/09

Approved the final essential terms
of transactions for the investment
projects.

April 2020
07/04
Appointed the CEO.
14/04

Decided on the voting during
the ordinary general meeting
of GET Baltic.

28/04

Nominated an indepen-
dent Board member to the
Innovation and Development
Committee.

October 2020

20/10

Decided on increasing the
maximum number of FTEs.

Discussed the action plan on
changes in the organisational
culture.

May 2020

05/19
Determined the prices for gas

transmission services for 2021.

Joined the compliance man-

agement policy and the updated

selection policy.

Approved the preliminary terms

of transaction for phase Il of
reconstruction of separate
sections of the main pipeline.

November 2020

19/1

Approved amendments to the
action plan for 2020-2022.

Discussed the Company's draft

budget for 2021.
20/m

Approved the draft strategy for
2021-2030 and the draft action

plan for 2021-2023.
26/M
Joined the arrangement

regarding the formation of the
Lithuanian hydrogen platform

and co-operation.

June 2020

09/06

Approved the ten-year network develop-
ment plan.

Approved the list of projects under control.
25/06

Approved a new organisational structure.
Amended the terms and conditions of cash
pool agreement between Amber Grid AB
and EPSO-G UAB.

December 2020

15/12

Approved the budget for 2021.
Approved the plan on risk management
measures for 2021.

Updated the list of commercial secrets
and confidential information.

Joined the updated policy and methodol-
ogy for compliance management.

Joined the Hydrogen Energy Assaciation.
2312

Approved the arrangement with the CEQ
regarding derogation from the provisions

of the Labour Code of the Republic of
Lithuania.
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During the self-assessment session held on 20 February 2020, the Board iden-
tified the following areas for improvement and will seek to:

© improve monitaring of implementation of decisions made by and rec-
ommendations obtained from collegial bodies;

® focus more on risks and their management;
@ increase awareness of the specific nature of activities in the energy sector.

Remuneration of the Company’s CEQ for the reporting period amounted to EUR
117000 (gross).

Based on the Company’s Articles of Assaciation, the Audit Committee’s func-
tions at Amber Grid are fulfilled by the Audit Committee of the parent company
EPSO-G UAB. It is stipulated that the Articles of Association can be amended by
the decision of the General Meeting of Shareholders adopted by majority vote
of 2/3 of shareholders present at the meeting.

The Company has no branches or representative offices.

More details about the Committees of Amber Grid are available in the consoli-
dated annual report of EPSO-G Group.

79. INFORMATION ON INTERNAL AND
EXTERNAL AUDIT

To ensure transparency and efficiency of its operations, EPSO-G Group has
implemented a centralised internal audit system. It means that the internal
audit unit fulfils the assigned functions at the Group level, and is directly ac-
countable to the Board of EPSO-G UAB, the majority of which are independent
members. The auditors of EPSO-G UAB are not subordinate to the administra-
tion personnel of the auditee.

The Company’s financial statements were audited by the following external
audit firms:

® Deloitte Lietuva UAB for the year 2018;
® [Deloitte Lietuva UAB for the year 2019;
® PricewaterhouseCoopers UAB for the year 2020.

The fee for external audit services of Deloitte Lietuva UAB for the year ended 31
December 2019 was EUR 36.0 thousand.

The fee for external audit services of PricewaterhouseCoopers UAB for the
year ended 31 December 2020 was EUR 50.5 thousand.

Back to contents
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o PEOPLE

> 60 years 20-30 years

1% 4%

50-60 years

24%

30-40 years

52%

40-50 years
28%

Pic. 16. Employee structure by age in 2020

Amber Grids employees are experienced and competent professionals
implementing the projects of strategic importance to the State. As at 31
December 2020, the Company had 319 employees (31 December 2019: 316
employees). (The organisational management structure is provided in An-
nex 1). Employee structure by category is provided in Table 11 below.

EMPLOYEE TURNOVER

We value each employee and their contribution, and we seek ta provide them
with favourable work conditions. As a result, the employee turnover rate has
decreased. In 2020, the employee turnover rate was 10.7% compared to 13.9%
in2019.

In 2020, the average age of the Company’s employees was 44.73 years (Pic.
16), and the average length of service was 12.64 years (Pic. 17). Employees
with higher education background accounted for 63% of the Company’s all
employees (Pic. 18).

Back to contents

20-30 years

18%

10-20 years

21%

<30 years

8%

< byears

29%

5-10 years

18%

Pic. T7. Employee structure by length of service in 2020

Categories

CED

Executive personnel
Middle-level managers
Experts-specialists
Workers

TOTAL

Number of Number of
employeesas  employees as
at 31 December at 31 December
2020 2019
1 1
5 3
32 28
181 178
100 106
319 316

Table 1. Number of employees in 2019-2020.

Amber
Grid

Secondary education

23%

Advanced
Higher vocational
education education

63% 14%

Pic. 18. Employee structure by educational background in 2020

As of 31 December 2020 As of 31 December 2019

80 19+
20% 214

Table 12. Employee structure by gender in 2020

O Male
m employees

Q Female
m employees

Due to the specific nature of the activities in the energy sector, male em-
ployees account for a larger part of the Company’s employees: 254 (80%)
male employees, compared to 65 (20%) female employees. (Table 12).

As we encourage our employees to take care of their health, in 2020 we cov-
ered all employees of the Company with voluntary health insurance. Based
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on the insurance terms, the employees obtain compensation for such heath
care services as outpatient treatment and diagnostics, day surgery services,
preventive medical examination and vaccination, prescription drugs and
medical care products, odontology services.

As we seek to ensure business continuity of EPSO-G Group companies, we
encourage our employees to develop their professional careers inside the
same campany or a group of companies. In 2020, 26 employees from Amber
Grid were promoted from warkers to specialists, from specialists to senior
specialists or managerial positions. In 2020, 2 employees of the Company
chose to proceed their career with EPS0-G Group and 2 employees moved
from EPSO-G to the Company.

For a number of years in a row, the Company has been canducting employee
engagement survey based on the globally recognised methadology. During
the survey, the employees were able to express anonymously their opinions
on the clarity of corporate goals and strategic directions, organisation of
work, work processes, workload, work pay, possibilities for improvement,
trust in executive personnel, co-operation and other aspects. In 2019, the
engagement index was 43%. Accordingly, in 2020 we focused mostly on im-
provement of engagement and introduction of changes in the organisational
culture. In 2020, the Company’s engagement index substantially increased
and reached 65%. As the Company obtained opinions from its employees,
it can now prepare and implement the action plans for improvement of em-
ployee engagement in a mare purposeful manner.

Amber Grid applies the general remuneration policy of the EPSO-G Group that
applies to all employees of the Company. The Remuneration Policy is ap-
proved and amended by the decision of the Company’s Board, with reference
to the recommendations brought forward by the Remuneration and Nomina-
tion Committee of EPSO-G. The Remuneration and Nomination Committee of
EPSO-G periodically assesses the provisions of the remuneration palicy, its
effectiveness, implementation and application.

The purpose of the Remuneration Policy is to ensure effective, clear and
transparent management of remuneration costs and at the same time to
motivate employees with incentives encouraging them to contribute to the
implementation of the Company’s mission, vision, values and goals.

Remuneration of all employees, including the executive personnel, has two

Back to contents

components: fixed and variable.

The fixed pay component depends on the level of a certain job position,
which is established for each job position using the methadology that is ap-
plied in a global practice.

The variable pay component is payable upon achievement of individual tar-
gets set during the annual performance assessment, and upon achievement

Amber
Grid

of the Company’s targets.

The Company’s Remuneration Policy is available to public on its official web-
site at address www.ambergrid.It (section Management, heading Overview
of the Company).

Table 13 below contains a breakdown of average monthly pay by category of
employees at the Group and the Company in 2020.

Group Company
Categories Number of employees  Average monthly pay Number of employees  Average monthly pay
at the end of the period  (including the variable  at the end of the period  (including the variable
pay component) pay component)
CEO 2 8391 1 9755
Executive personnel 6 6858 5 6853
Middle-level managers & 4054 32 4068
Experts-specialists 187 2297 181 2299
Workers 100 1362 100 1217
Total average monthly pay 328 2235 319 2204
Wage Guarantee Fund, 9702 9376

EUR'000

13 lentelé. Vidutinis ménesinis darbo uZmokestis pagal darbuotojy grupes

Information on the Company’s fixed and variable pay components in 2020 is presented below in Table 14.

Categories Average relative number of
employees

CEO 1

Executive personnel 4

Middle-level managers 31
Experts-specialists 189

Workers 122

Total 347

Average monthly gross salary  Paid out fixed pay component,
(fixed pay component), EUR  calculated as average monthly

fixed pay per year, EUR
9373 382
5869 984
3633 435
2067 232
1196 166
1968 236

T4 lentelé. Vidutinis Bendrovés fiksuotas darbo uzmokestis ir kintama atlygio dalis pagal darbuotojy grupes
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REMUNERATION POLICY FOR MEMBERS
OF COLLEGIAL MANAGEMENT BODIES
AND THE CEO

0On 20 April 2020, the Company's General Meeting of Shareholders ap-
proved the Remuneration Palicy for the CEQ and Board Members of Am-
ber Grid®, the purpose of which is to determine general, clear and trans-
parent principles for monetary remuneration of the Company’s CEO and
Board members for the fulfilment of their functions, and a remunera-
tion system based on those principles, which will allow to manage ef-
fectively the Company's operating expenses and to create motivational
incentives for the Company’s CEQ and Board members to contribute to
the implementation of the Company’s mission, vision, values and goals.

The principles for remuneration of the members of the Company's
management bodies are also governed by EPS0-G UAB Guidelines for
Determining the Remuneration for the Activities in the Bodies of the
Group Companies, which were approved by the decision of the sole
shareholder of EPS0-G UAB.

When determining the remuneration for the members of the management
bodies, the Company follows a principle that the size of the remuneration
and its payment procedure should: promate creation of a long-term and
sustainable corporate value of the Company and the entire EPSO-G Group;
match the workload of individual bodies of the Company and their individual
members; reflect as much as possible the actual situation in the market, i..
it has ta be competitive in terms of the work pay offered in the market for
the professionals in the respective fields; ensure remuneration for respon-
sibility undertaken by the management bodies; ensure independence of the
independent Board members; encourage attraction of high-level profes-
sionals from the respective areas of the Company’s management.

Remuneration of the Company’s CEQ, similarly as that of other employ-
ees of the Company, consists of two components: fixed pay component
and variable pay component. The fixed pay is the largest and the ma-
jor component of monetary remuneration, which is determined by the
Company's Board. The variable pay is intended to encourage the Com-
pany’s CEQ to achieve as good as possible the annual targets in relation
to implementation of the strategic, long-term goals. The maximum size

8 The Policy is available on the Company’s official website at www.ambergrid.It
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of the variable pay of the Company’s CEO is 30% of the annual amount of
fixed pay. The exact maximum amount of the variable pay for the Compa-
ny's CEQ is determined by the Company’s Board.

The variable pay is payable with reference to the annual targets achieved
by the Company’s CEO, which reflect implementation of the strategy and
demonstration of shared values and leadership principles by the Compa-
ny’s CEQ, which have a material impact on the formation of organisational
culture that is progressive and promotes engagement of employees. The
variable pay is payable once per year, when the Company's Board approves
the audited financial results of the Company, and when they are confirmed
by the decision of the General Meeting of Sharehalders.

If the Company's financial results are assessed as unsatisfactory, the
Board may decide not to the pay the variable pay.

The remuneration for fulfilment of functions at the Company’s Board may
be payable only to independent Board members and members who are not
civil servants or officials of an authority representing the State, and who
are not employees of the Group companies.

A fixed monthly pay (gross) payable to the Company’s Board members (a
higher amount is payable depending on the applicable circumstances):

® EURT,750 (one thousand, seven hundred and fifty euros)is payable to
the Board members who are also the members of at least ane board
committee formed within EPS0-G Group;

® EUR1,400 (one thousand, four hundred euros)is payable to the Board
members who are not the members of any board committees formed
within EPSO-G Group;

® EUR 2150 (two thousand, one hundred and fifty euros) is payable to the
chairperson of the Board in view of additional administrative functions
undertaken by the chairpersan, wha is also the member of at least one
board committee formed within EPSO-G Group; and to the chairperson
of the Board wha is also the board member within EPS0-G Group;

® EUR 1,800 (one thousand, eight hundred euros) is payable to the
chairperson of the Board for additional administrative functions un-
dertaken by the chairperson, who is not the member of any board
committees formed within EPS0-G Group.

Based on the decision passed by the Company’s General Meeting of Share-
holders on 28 August 2019, the annual remuneration budget was deter-
mined for the remuneration of the Board members and for the costs re-
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Information on remuneration of the members of the management bodies, and annual changes in the remuneration amounts are disclosed below in Tables 15 and 16:

Job Full name Date of Date of removal  Gross work pay (EUR)
position appointment from office 2016 2017 2018 2019 2020
Generalinis  Saulius Bilys June 2013 October 2019 15 215 n730  M9392 203 391 =
direktorius
Generalinis  Nemunas Biknius October 2019 = = = = 20075 17192
direktorius
Table 15. Remuneration of the Company’s CEQ

Job Full name Remuneration for work at the Board (EUR)
position 2017 2018 2019 2020
Board member Renata Damanskyteé - = = = =

Rekasiené
Board member Algirdas Juozaponis = = = =
Board member Rimvydas Stilinis = = = =
Independent Board  Ignas Degutis = = = nn3
member
Independent Board ~ Sigitas Zutautas = = 3850 14125 21000
member
Independent Board  Nerijus Datktnas 10 796 12 000 11575 12 305 5133
member

lated to fulfilment of their functions at the Board, i.e. not in excess of EUR
26,550 for costs related to the remuneration of the Board members, and
notin excess of EUR 3,450 for costs related to fulfilment of functions at the
Board, which include training costs for professional development.

0n 10 August 2018, a new collective agreement for the employees of Amber
Grid was signed after the negotiations with the Trade Union of Amber Grid.
The purpose of the collective agreement is to represent the rights and
legitimate interests of all employees. The agreement stipulates addition-
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Table 16. Remuneration of the Company’s Board members

al work, remuneration, social, economic and professional conditions and
guarantees that are not requlated by laws or other regulatory acts. Based
on the amendments to the Lithuanian Law on Personal Income Tax, Law on
State Social Insurance, Law on Sickness and Maternity Social Insurance,
which came into force on 1January 2019, an arrangement was signed re-
garding amendment to the collective agreement in 2019.

In view of its business abjectives, training plans and other needs for im-
provement, the Company focuses an the professional development of its
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employees. Amber Grid encourages its employees to upgrade their qualifi-
cation and enhance their competences.

The Company operates in a requlated energy industry with clearly defined
requirements for professional competence and certification of employees
necessary to perform their principal and secondary functions. The Compa-
ny organises professional and other mandatory training, and certification
of energy employees in accordance with the requlatory requirements.

The Company focuses on the quality of internal training. The Company
promptly re-focused its efforts in view of the pandemic situation in 2020
by offering on-line professional and ather types of training. The Company
reviewed the process of professional development of its employees, op-
timised and prepared a modular training programme for the employees
operating the objects and facilities of the natural gas transmission system,
and agreed the programme with the NERC.

The Company ensures timely organisation of mandatory training fire safe-
ty, civil protection, first aid), and that the employees attending the training
obtain both theoretical knowledge and practical skills. In 2020, defibrilla-
tor training was organised for volunteer employees. In order to maintain a
high level of readiness of employees to respond in the event of emergency
situations, the Company periodically organises fire safety and emergency
management training.

In addition, the Company organises training focused on general com-
petences, and provides its employees with a possibility to participate in
various seminars, conferences where they can improve their professional
skills, learn about the latest developments in their respective fields, and
the best practices of other companies.

3 The company ensures that all
mandatory training is organized in a
timely manner (fire safety, civil protection,
first aid) and that the employees involved
receive not only theoretical knowledge but
also practical skills. ¢

Back to contents

No. Type of training

1 Professional training

Certification of energy specialists
Mandatory training

Technical training

Specialised training

o ol B~ NN

General training

Number of participants

187
216
331
8
110
1285

* Estimated as a percentage of average annual number of employees (2020: 313 employees)

Amber
Grid

Number of employees  Percentage of employ-
participating in training  ees participating in

during 2020 training during 2020, %
3 355
130 409
246 TT4
51 16
96 302
170 535

Table 7. Number of employees participating in training
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S SOCIAL RESPONSIBILITY, ENVIRONMENTAL PROTECTION

RESPONSIBLE BUSINESS PRINCIPLES AND PRIORITIES

Social responsibility is understood by the Company as an integral part of
a sustainable business. The Company understands sustainable business
development as a whole of purposeful economic, social and environmental
actions. Having in mind the global and local impact of our day-to-day activ-
ities, we seek to reduce CO2 emissions, undertake prevention of accidents,
ensure safe and reliable transportation of gas, develop talents, encourage
their volunteering initiatives, gender equality, etc. The principles of social
responsibility are implemented on the basis of the related policies of EP-
S0-G Group and other applicable internal documentation.

@ Social Responsibility Policy

® Transparency and Communication Policy

@ Anti-corruption Policy

® Equal Opportunity Policy

® Environmental Protection, Occupational Safety and Health Policy
© Human Resource Management Policy

® Code of Conduct

Other internal documentation define the principles that are followed by
all the Group companies as they develap their responsible businesses. Al
related documents that are made available ta public can be found on the
official website of EPSO-G Group.

The Company has distinguished the following priorities and defined the
main guidelines for responsible business in the following areas:

© Environmental sustainability through efficient use of natural resaurc-
es in the Company’s operations; promation of environmentally friendly
attitude among the employees, contractors, suppliers and saciety as a
whole; and active participation in the prevention programmes aimed at
protecting ecological landscape and biological diversity.

© Social environment through relations with the employees and
general public, taking care of health, safety and equal rights of em-

Back to contents

AND OCCUPATIONAL SAFETY

ployees, implementation of an advanced management and remuner-
ation system, provision of possibilities for personal and professional
growth of employees, development of their general competences,
implementation of various sacial initiatives, valunteering and other
projects, and cooperation with scientific autharities.

@ Economic environment through open and fair cooperation with the
stakehalders and everyone helping to implement the principles of
sacially responsible business, safe and reliable gas transmission sys-
tem to the users, anti-corruption and anti-bribery measures, com-
petitiveness, fair payment of taxes.

STAKEHOLDERS

Amber Grid's responsible business activities are based on shared values and
they define the Company's business approach, and integration of social, en-
vironmental and transparent business principles into its internal processes
and relationships with the stakeholders. Involvement of the stakeholders is
of substantial importance for ensuring socially responsible business activi-
ties. In its operations, the Company seeks to takeinto account the interests
of the stakeholders and make the decisions that meet their best interests.
The Company has a wide range of stakeholders, but in this context the most
important groups of stakeholders are as follows (table 18).

More details about the corparate social responsibility are provided in an
annually published social responsibility report.

CORRUPTION PREVENTION

In its activities, the Company has zero tolerance towards any farm of cor-
ruption, inappropriate benefits, acceptance, provision, offering, promise or
demand of gifts in abuse of current duties.

The Company's carruption prevention measures are based on national le-
gal acts and voluntary commitments going beyond what is legally required:

® All management level personnel of the Company are directly respon-

sible for implementation of corruption prevention measures, and
they act as role models for the rest of employees;

® Proportionate, risk-weighted anti-corruption procedures are in place;

® Corruption-related risks are assessed regularly, corruption mitiga-
tion measures are planned and implemented, effectiveness of an-
ti-corruption measures is monitored, and if necessary, more effec-
tive measures are implemented.

HUMAN RIGHTS

The Company follows its Policies for Ethical Employment and Equal Oppor-
tunities (approved in 2017), emphasising that all forms of discrimination are
strictly prohibited (Conventions No. 100 and No. 111 of the International La-
bour Organization). The Company ensures equal rights for all employees and
does not tolerate discrimination in the areas of employment, remuneration,
training, professional career, termination of employment, retirement and
other areas on the grounds of race, nationality, gender, sexual orientation,
age, political views of employees, as well as other aspects that might lead to
discrimination, and does not tolerate any threatening, harassing or exploiting
behaviour among the employees.

No discrimination or other incidents related to violation of human rights
were identified at the Company in 2020 (nor were they identified during
the period 2017-2019.

9.1. ENVIRONMENTAL PROTECTION AND
OCCUPATIONAL SAFETY

Amber Grid's principles and commitments related to environmental pro-
tection, occupational safety and health of employees are established in
its Environmental Protection and Occupational Safety and Health Policy.
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Stakeholders

Consumers

Founder

General public

Media

Employees (to
each other)

Communities
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As defined by us

Suppliers, heat producers, indus-
trial consumers

The State, whose interests are
represented and expectations are
formed by EPSO-G UAB.

We define the general public in
a broad sense to cover our com-
mitments, our business impact,
and to include not only local
residents, but also environment,
and nature.

National, regional media

The Company’s employees

Local communities, where we
operate.

Why is this group important to us

The Company operates in B2B
(business-to-business) field. For this
group of stakeholders, it is import-
ant to have competition in the gas
market and high quality of services.

Close cooperation is vital to ensure
the formation of consistent and
long-term vision in the energy
sector, and smooth implementation
of initiatives of national and regional
importance. It is also important to
ensure sustainable return for the
shareholder.

The mission of Amber Grid is to
ensure efficient and safe gas
transmission, create favourable con-
ditions for competition in the gas
market, development of renewable
energy sources, and to contribute to
the welfare

The Company informs about its
activities in a transparent, timely
and open manner.

Experienced, competent, engaged

and value-driven professional em-
ployees form a prerequisite for the
implementation of strategic goals

and vision.

Acritical success factor for the
implementation of the projects is
support from local communities
through fostering of mutual trust,
understanding, communication, and
responsibility.

How do we cooperate and communicate

Given the complexity of the services
and the economic expectations, we
take care of our consumers and seek
to ensure the highest quality of our
services that will

We provide information about the sig-
nificant events, organise live presenta-
tions, provide answers to enquiries, and
seek to build relationship that is based
on mutual trust.

We seek to reduce our impact on
climate change and ensure competi-
tiveness of the Lithuanian economy in a
long-run perspective.

We maintain business relationships
through prompt and transparent com-
munication about our activities.

We constantly care about our employ-
ees, which is one of key principles

of sustainable business. We ensure
equality among employees, uniform
work pay conditions, and successful
work-life balance. We take care about
professional development and health

of employees, and implement open and
value-driven culture, where we take into
account the opinion of our employees.

We maintain ongoing relationships with
the local communities, organise various
events, where we increase awareness
about our activities that might affect
the community members or their
environment.
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The provisions of the Policy form the basis for as much as possible
effective mitigation of any impact of the Company’s operations on
the enviranment, and for ensuring occupational safety and health of
employees. The policies far prevention, safety, enviranmental sustain-
ability must be followed by each stakeholder or groups of stakeholders
that are involved in the activities of Amber Grid.

MANAGEMENT SYSTEM

The Company has implemented the environmental management sys-
tem compliant with international standard IS0 14001 since 2014, and
the occupational health and safety management system compliant
with OHSAS 18001 since 2016.

In2019, the Company's environmental management system was re-cer-
tified according to IS0 14001, and certified according to new standard
IS0 450071 for the occupational safety and health management system.
The environmental management system and the occupational safe-
ty and health management system have been integrated into Amber
Grid's planning, organisation and management processes.

Considering the social and economic environment and the Company's
financial and technical possibilities, management of the Company is
committed to assure continuous improvement of environmental and
occupational safety and health management processes and their ef-
ficiency, as well as compliance with the standards acceptable for the
management pracess.

In 2020, as the Company was seeking ta contribute to mitigation of climate
change, it took initiative to identify all potential greenhouse gas emission
sources, and formed an internal work group to elaborate and start imple-
menting the plan for measures aimed at reducing greenhouse gas emis-
sions. In 2021 and later on, there are plans to contribute significantly to
reducing environmental effects by implementing a number of measures.

2020 was a year of fight against pandemic, when the Company took all
possible actions to safeguard its employees against potential COVID-19
infection risk.

To foster social cooperation and partnership in the field of environ-
mental protection and occupational safety and health of employees,
all employees and stakeholders of the Company are regularly informed
in order to ensure their awareness and understanding of the emerging
issues.
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As the Company fulfils its obligations set forth in the legal acts requlating the securities market, it publishes notices of its material events and other information requlated on the EU-wide basis. The information is available on the Company's
official website (www.ambergrid.It/en/about-us/investors-relations/materialevents) and on the official website of NASDAQ Vilnius stock exchange (www.nasdagbaltic.com).

Material events during the reporting period of the year 2020:

Date
06/02/2020
20/02/2020
28/02/2020
23/03/2020
27/03/2019
31/03/2020
07/04/2020

07/04/2020
20/04/2020

20/04/2020
28/04/2020
06/05/2020
07/05/2020

20/05/2020
22/05/2020
28/05/2020
05/06/2020
23/06/2020

Material events during the reporting period

Consolidated results of operations of Amber Grid group for the year 2019

Regarding the dividend policy of Amber Grid AB

Regarding the court judgement

Regarding the opinion of the Audit Committee

Notice on convening an Ordinary Annual General Meeting of Shareholders of Amber Grid AB
Regarding amendment to the cash pool contract

Correction: Notice on convening an Ordinary Annual General Meeting of Shareholders of
Amber Grid AB

Mr. Nemunas Binkus was elected by the Board of Amber Grid as the Company’s CEQ

Regarding the decisions passed during the Ordinary General Meeting of Shareholders of
Amber Grid AB

Annual information of Amber Grid for the year 2019
Regarding election of the Chairperson of the Board
Consolidated results of operations of Amber Grid group for 012020

Regarding the revenue cap from regulated activities of natural gas transmission system
operator set for the year 2021

Regarding the newly set prices for natural gas transmission services

Regarding the court judgement

Newly set prices for natural gas transmission services

Notice on convening an Extraordinary General Meeting of Shareholders of Amber Grid AB

Regarding the opinion of the Audit Committee

Back to contents

Date
29/06/2020

29/06/2020

01/07/2020
15/07/2020
05/08/2020
17/08/2020
27/08/2020
18/09/2020

01/10/2020
04/1/2020
03/12/2020

Material events during the reporting period

Regarding the decision passed during the Extraordinary General Meeting of Shareholders of
Amber Grid AB

Regarding amendment to the cash pool contract signed with EPSO-G UAB on 27 February
2019

Notice on signing a long-term loan agreement with the Eurapean Investment Bank
Regarding the opinion of the Audit Committee

Consolidated results of operations of Amber Grid group for H12020

Regarding the Board member of Amber Grid AB

Notice on convening an Extraordinary General Meeting of Shareholders of Amber Grid AB

Regarding the decision passed during the Extraordinary General Meeting of Shareholders of
Amber Grid AB

Consolidated results of operations of Amber Grid group for a nine-month period 2020
,JAmber Grid" grupés konsoliduoti 2020 m. devyniy ménesiy veiklos rezultatai
Amber Grid's information on publication of interim results and Investor Calendar 2021

Table 19. Material events of Amber Grid during 2020

All notices that are made available to public according to the procedure defined in legal acts can be found in an
electranic publication of the Manager of the Register of Legal Entities. All notices an canvening the Company's Gen-
eral Meeting of Shareholders and other material events are announced on the Central Storage Facility at www.crib.
[t and on the Company’s official website www.ambergrid.It in accordance with the procedure established in the Law
on Securities. The shareholders whase shares entitle them to at least 10% of total voting rights, receive notices on
convocation of the General Meetings of Shareholders in accordance with the procedure established in the Company's
Articles of Association.
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AMBER GRID'S ORGANISATIONAL

MANAGEMENT STRUCTURE
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Technical Director

Operating and Maintenance
Department

Gas Pipelines
Division

Gas Distribution
Stations Division

Gas Compressors
Division

Electrical and
Automation Division

Asset Management
Department

Investment Project
Preparation Manager

Gas Metering and
Meterology Division

Territorial Planning and
Technical Supervision
Division

Asset Management
Division
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Regulation Division

Sales
Division

Health, Safety and
Environment Division

1

Finance and Business
Controlling Division

Accounting
Division

Procurement
Division

T
—
S e
i
=
=
.

ANNEXES !
General Meeting
of Shareholders
EPSO-G Group:
| Management Board
Audit Committee
Management Board Remuneration and Award Committee
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Annex 2

AMBER GRID AB NOTICE OF COMPLIANCE WITH THE CORPORATE GOVERNANCE CODE FOR THE COMPANIES LISTED ON NASDAQ OMX AB

In line with Article 23(3) of the Law on Securities of the Republic of Lithuania and paragraph 24.5 of the Listing Rules of Nasdaq Vilnius AB, Amber Grid AB
(the Company) has disclosed its compliance with the Corporate Governance Code for the Companies Listed on Nasdaq Vilnius and its specific provisions or
recommendations. In case of non-compliance with the Code or some of its provisions or recommendations, the specific provisions or recommendations
that are not complied with must be indicated, the reasons for such non-compliance must be specified, and other explanatory information indicated in
this form must be presented.

1. SUMMARY OF THE COMPANY'S CORPORATE GOVERNANCE REPORT:

Amber Grid AB is a part of the EPS0-G UAB group of companies (“the Group”). The Company’s management structure and governance model are determined
by the Company’s Articles of Association, the Corporate Governance Guidelines of the EPS0-G Group approved on 24 April 2018 by the Ministry of Energy
(the ME), the sole shareholder of the parent company EPSO-G UAB, and the Corparate Governance Policy of the EPSO-G Group. All these documents are
available on the Company’s official website (www.ambergrid.Ilt) and the official website of EPS0-G UAB (www.epsog.It).

Being a part of the Group does not deny the Company's independence. The Company aperates independently, by aiming to achieve the abjectives setin the
Company's Articles of Assaciation, and has the obligation to independently assess whether compliance with the Group's corporate governance documents
does not harm the interests of the Company, its creditors, shareholders or other stakeholders.

o . ( N
The Republic of Lithuania
(through ME)
Implementation of Establishment of
the shareholder’s principles and
rights approval of
documents Corporate

Other
Shareholders

governance
principles
and documents

Fulfilment of .
functions under Implementatlop o.f the Operational
the regulations . shareholder’s rights compliance
of the respective
committees and .
structural units > Group companies :

Pic 1. Main scheme of the implementation of corporate governance at the Group level.
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The Company’s management structure is as follows:
® The General Meeting of Shareholders;

© The Board (five members, two of whom are independent members, the
other three members are nominated by the shareholder EPSO-G UAB};

® The Committees operating at the Group level:

The Remuneration and Nomination Committee (mostly
independent members);

The Audit Committee (mostly independent members);

The Innovation and Development Committee (mostly
independent members);

® The CEC.

The Group has a centralised internal audit function. In order to ensure in-
dependence of the internal audit, it has been established that the head of
the internal audit function is to be appointed and dismissed by the Board
of EPSO-G UAB, which consists mostly of independent members. The inter-
nal audit function is also accountable to the Audit Committee, which also
consists mostly of independent members. The internal audit recommen-
dations are analysed by the Company’s Board, which also approves the plan
of measures for implementation of audit recommendations.

On the basis of the Risk Management Policy of EPS0-G Group, a uniform
risk management system of the Group has been implemented at the
Company according to the COSO ERM standards applicable in a global
practice, which set out the risk identification, assessment and manage-
ment principles and responsibilities. Risk management coordination is
performed at the Group level.

The purpose of the Group's operating palicies is to introduce a consistent
and effective organisation management system that helps employees
successfully implement important strategic projects and create value
to local private and business customers in a transparent and effective
manner. To ensure the effectiveness of the operating policies, the Com-
pany annually reports on the progress achieved with the implementation
of the operating policies.
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The corporate governance report of the state-owned
enterprises stipulates that the Group has implemented
and complied with the principles of good governance.
The highest rating A has been awarded to the Group. The
highest rating has been assigned to the applied trans-
parency standards, formation of collegial bodies and im-
plementation of the strategy. The Company’s corporate
governance has been awarded rating A.

OPERATING POLICIES
CURRENTLY APPLICABLE IN
THE COMPANY

Back to contents
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N
Staff remuneration Integrated planning and Corporate governance Divident Corruption prevention
policy monitoring policy policy policy policy
. J J
e N N
Policy of staff perfomance Insurance Project management Accounting Sponsorship
assessment policy policy policy policy
\ J J
( . . . \
Equal treatment .Cen.trallzed !nternal audl? Risk management Treasury and financial Transperency and
policy guidelines for implementation policy risk policy communication policy
in the Group
. J
Technological A
Recruitment Risk management e;evneﬁot;g;:nta:ﬁzts Sensitive infarmation
policy method operation policy protection )
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Competence Social responsibility Transport olicy of non-audit SEVICES
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policy policy policy
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J
Code Guidlines for coordinating Policy of managing interest of
of ethics general procurement members of collegial bodies
in the Grou
int p and employees
Guidelines for conducting ITT management Personal data
research and experimental policy protection policy
development
Procurement
policy

. The new Group policy approved in 2020.

The palicy changes made and a new version of Group policy adopted in 2020.

Policy of transactions
with related parties
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PRINCIPLE 1: GENERAL MEETING OF SHAREHOLDERS, EQUITABLE TREATMENT OF SHAREHOLDERS, AND SHAREHOLDERS' RIGHTS.

PRINCIPLES/RECOMMENDATIONS

1.1. All shareholders should be provided with access to the information and/or documents established in the
legal acts on equal terms. All shareholders should be furnished with equal opportunity to participate in the deci-
sion-making process where significant corporate matters are discussed.

1.2. It is recommended that the company’s capital should consist only of the shares that grant the same rights
to voting, ownership, dividend and other rights to their holders.

1.3. It is recommended that investors should have access to the information concerning the rights attached to
the shares of the new issue or those issued earlier in advance, i.e. before they purchase shares.

1.4. Exclusive transactions that are particularly important to the company, such as transfer of all or almost all
assets of the company which in principle would mean the transfer of the company, should be subject to approv-
al of the general meeting of shareholders.

1.5. Procedures for convening and conducting a general meeting of shareholders should provide shareholders
with equal opportunities to participate in the general meeting of shareholders and should not prejudice the
rights and interests of shareholders. The chosen venue, date and time of the general meeting of shareholders
should not prevent active participation of shareholders at the general meeting. In the notice of the general
meeting of shareholders being convened, the company should specify the last day on which the proposed draft
decisions should be submitted at the latest.

Back to contents

YES/NO/NOT APPLICABLE

YES

YES

YES

YES

YES

COMMENTARY

Pursuant to the Law on Companies of the Republic of Lithuania and Chapter IX of the
Company's Articles of Association, information on general meetings of shareholders
being convened, their draft decisions and decisions made is published on the Company’s
website and on NASDAQ OMX Vilnius stock exchange in the Lithuanian and English
languages

The Company ensures equal possibilities for the shareholders to vate on the respective
decisions made at the general meeting of shareholders (there is a possibility to vote by
ballot or to vote by proxy, etc.).

The Company’s share capital is divided into ordinary registered shares with the nominal
value of EUR 0.29 each. All the shares grant the same rights to voting, ownership,
dividend and other rights to their holders in proportion to the number of shares held. All
the shares are intangible and they are recorded in the personal securities accounts of
the shareholders managed by the securities account manager contracted to manage the
share accounting.

The rights and obligations of the shareholders are stipulated in Chapter IV of the Compa-
ny's Articles of Association that are made available to public.

Paragraph 38 of the Company’s Articles of Assaciation specifies the cases when a trans-
action requires approval of the Board or the General Meeting of Shareholders.

The Company convenes the General Meeting of Shareholders and conducts other meet-
ing procedures in accordance with the procedure set forth in the Law on Companies of
the Republic of Lithuania.

In addition, each time the General Meeting of Shareholders is convened, the general

rights of the shareholders and the deadlines for exercising such rights are published on
the Notice of Convening the General Meeting of Shareholders and on
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PRINCIPLES/RECOMMENDATIONS YES/NO/NOT APPLICABLE COMMENTARY

1.6. With a view to ensure the right of shareholders living abroad to have access to the information, it is
recommended, where possible, that doc-uments prepared for the general meeting of shareholders in advance
should be made available to public in advanced not only in Lithuanian but also in English and/or other foreign
languages. It is recommended that the minutes of the general meeting of shareholders after the signing thereof
and/or the decisions adopted should be made available to public not only in Lithuanian language but also in
English and/or other foreign languages. It is recommended that such information on the official website of the
company. Such documents may be published to the extent that their public disclosure is not detrimental to the
company or that the company’s commercial secrets are not revealed.

1.7. Shareholders who are entitled to vote should be furnished with the opportunity to vote at the general meet-
ing of shareholders both in person and in absentia. Shareholders should not be prevented from voting in writing
in advance by completing the general voting ballot.

1.8. With a view to increase the possibilities for the shareholders to participate effectively at the general meet-
ings of shareholders, it is recommended that companies apply modern technologies on a wider scale and thus
provide shareholders with the conditions to participate and vote at the general meetings of shareholders via
electronic means of communication. In such cases, the security of transmitted information must be ensured
and it must be possible to identify the participating and voting person.

1.9. It is recommended that the notice on the draft decisions of the general meeting of shareholders being
convened should specify new candidates to members of the collegial body, their proposed remuneration and
the pro-posed audit firm if these issues are included into the agenda of the general meeting of shareholders.
Where it is proposed to elect a new member of the collegial body, it is recommended that the information about
his/her educational background, work experience and other managerial positions held (or proposed) should be
provided.

1.10. Members of the company’s collegial management body, heads of the administration® or other competent
persons related to the company who can provide information related to the agenda of the general meeting of
shareholders should take part in the general meeting of shareholders. Pro-posed candidates to member of
the collegial body should also participate in the general meeting of shareholders in case the election of new
members is included into the agenda of the general meeting of shareholders.

®For the purposes of this Code, heads of administration are the employees of the company who hold top level management positions.

Back to contents

YES

YES

NO

YES

YES

NO

The notices of convening the General Meetings of Shareholders, including the venue,
date and time of the meetings, the draft decisions, and information on the decisions
made at the General Meetings of Shareholders are published in the English and Lithua-
nian languages on the Company’s official website and on the official website of NASDAQ
OMX Vilnius stock exchange.

A notice of convening the General Meeting of Shareholders always indicates a possibility
for the shareholders to vote in writing by filling in the attached form of a voting ballot
or to vote by proxy).

Given the challenges encountered while ensuring security of the transmitted informa-
tion and establishing the identity of the shareholders, such possibilities have not been
provided yet to the shareholders. However, the shareholders are provided with other
possibilities to exercise their rights: to vote in person, to vote by proxy, to vote under
the contract on transfer of voting right; to vote in advance by filling in the general
voting ballot.

A notice of convening the General Meeting of Shareholders always specifies the draft
decisions containing information required by the Law on Companies of the Republic of
Lithuania, including new candidatures of members of the collegial bodies, the proposed
remuneration, the proposed audit firm and the proposed audit fee.

Relevant competent persons who can provide information related to the agenda of the
General Meeting of Shareholders always attend the General Meeting of Shareholders.

The proposed candidates to the members of the collegial bodies do not always attend
the General Meetings of Shareholders.
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PRINCIPLE 2: SUPERVISORY BOARD
2.1. FUNCTIONS AND LIABILITY OF THE SUPERVISORY BOARD

PRINCIPLES/RECOMMENDATIONS YES/NO/NOT APPLICABLE COMMENTARY

1.1. Members of the supervisory board should act in good faith, with care and responsibility for the benefit Not applicable Supervisory board is not formed at the Company.
and in the interests of the company and its shareholders and represent their interests, having regard to the
interests of employees and public welfare.

2.1.2. Where decisions of the supervisory board may have a different effect on the interests of the company’s Not applicable Supervisory board is not formed at the Company.
shareholders, the supervisory board should treat all shareholders impartially and fairly. It should ensure that

shareholders are properly informed about the company’s strategy, risk management and control, and resolution

of conflicts of interest.

2.1.3. The supervisory board should be impartial in passing decisions that are significant for the company’s Not applicable Supervisory board is not formed at the Company.
operations and strategy. Members of the supervisory board should act and pass decisions without an external
influence from the persons who elected them.

2.1.4. Members of the supervisary board should clearly voice their abjections in case they believe that a Not applicable Supervisory board is not formed at the Company.
decision of the supervisory board is against the interests of the company. Independent® members of the su-

pervisory board should: a) maintain independence of their analysis and decision-making; b) not seek or accept

any unjustified privileges that might compromise their independence.

2.1.5. The supervisary board should oversee that the company’s tax planning strategies are designed and imple- Not applicable Supervisory board is not formed at the Company.
mented in accordance with the legal acts in order to avoid faulty practice that is not related to the long-term
interests of the company and its shareholders, which may give rise to reputational, legal or other risks.

2.1.6. The company should ensure that the supervisory hoard is provided with sufficient resources (including Not applicable Supervisory board is not formed at the Company.
financial ones) to discharge their duties, including the right to obtain all the necessary information or to seek

inde-pendent professional advice from external legal, accounting or other experts on matters pertaining to the

competence of the supervisory board and its committees.

"For the purposes of this Code, the criteria of independence of the members of the supervisory board are interpreted as the criteria of unrelated parties defined in Article 31(7) and (8) of the Law on Companies of the Republic
of Lithuania.

Back to contents
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2.2. FORMATION OF THE SUPERVISORY BOARD

PRINCIPLES/RECOMMENDATIONS YES/NO/NOT APPLICABLE COMMENTARY

2.2.1. The members of the supervisory board elected by the general meeting of shareholders should collectively Not applicable Supervisory board is not formed at the Company.
ensure the diversity of qualifications, pro-fessional experience and competences and seek for gender equality.

With a view to maintain a proper balance between the qualifications of the mem-bers of the supervisory board,

it should be ensured that members of the supervisory board, as a whole, should have diverse knowledge,

opinions and experience to duly perform their tasks.

2.2.2. Members of the supervisory board should be appointed for a specific term, subject to individual re-elec- Not applicable Supervisory board is not formed at the Company.
tion for a new term in office in order to ensure necessary development of professional experience.

2.2.3. Chair of the supervisory board should be a person, whose current or past positions constituted no obsta- Not applicable Supervisory board is not formed at the Company.
cle to carry out impartial activities. A for-mer manager or management board member of the company should

not be immediately appointed as chair of the supervisory board either. Where the company decides to depart

from these recommendations, it should provide information on the measures taken to ensure impartiality of

the supervision.

2.2.4. Each member should devote sufficient time and attention to perform his duties as a member of the Not applicable Supervisory board is not formed at the Company.
supervisory board. Each member of the super-visory board should undertake to limit his other professional

obligations (particularly the managing positions in other companies) so that they would not interfere with the

proper performance of the duties of a member of the supervisory board. Should a member of the supervisory

board attend less than a half of the meetings of the supervisary board throughout the financial year of the

company, the shareholders of the company should be notified thereof.

2.2.5. When it is proposed to appoint a member of the supervisory board, it should be announced which Not applicable Supervisory board is not formed at the Company.
members of the supervisory board are deemed to be independent. The supervisory board may decide that,

despite the fact that a particular member meets all the criteria of independence, he/she can-not be considered

independent due to special personal or company-related circumstances.

2.2.6. The amount of remuneration to members of the supervisory board for their activity and participation in Not applicable Supervisory board is not formed at the Company.
meetings of the supervisory board should be approved by the general meeting of shareholders.

2.2.7. Every year the supervisory board should carry out an assessment of its activities. It should include eval- Not applicable Supervisory board is not formed at the Company.
uation of the structure of the supervisory board, its work organisation and ability to act as a group, evaluation

of the competence and work efficiency of each member of the supervisory board, and evaluation whether the

supervisory board has achieved its objectives. The supervisory board should, at least once a year, make public

respective information about its internal structure and operational procedures.

Back to contents
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PRINCIPLE 3: MANAGEMENT BOARD
3.1. FUNCTIONS AND LIABILITY OF THE MANAGEMENT BOARD

YES/NO/NOT APPLICABLE COMMENTARY

PRINCIPLES/RECOMMENDATIONS

3.1.1. The management board should ensure the implementation of the company’s strategy approved by the superviso- YES Paragraph 36 of the Company’s Articles of Association stipulates the power of the
ry board if the latter has been formed at the company. In such cases where the supervisory board is not formed, the Company’s Board to approve the Company’s strategy and supervise its implementa-
management board is also responsible for the approval of the company’s strategy. tion.
3.1.2. As a collegial management body of the company, the management board performs the functions assigned YES Paragraph 7.3 of the Company’s Articles of Association stipulates that the Company’s
to it by the Law and in the articles of association of the company, and in such cases where the supervisary Board undertakes the supervisory functions. As the Board fulfils the functions as-
board is not formed in the company, it performs inter alia the supervisory functions established in the Law. signed to it, it takes into account the needs of the Company, shareholders, employees
By performing the functions assigned to it, the management board should take into account the needs of the and other stakeholders.
company's shareholders, employees and other interest groups by respectively striving to achieve sustainable
business development.
3.1.3. The management board should ensure compliance with the laws and the internal policy of the company YES Paragraph 36(xi) of the Company’s Articles of Association stipulates that the Compa-
applicable to the company or a group of companies to which this company belongs. It should also establish the ny’s Board deliberates upon the Group documents (guidelines, policies, procedures,
respective risk management and control measures aimed at ensuring regular and direct liability of managers. etc.) and decides on the extent of their adoption at the Company.
The Board ensures and monitors regularly that the documents approved by it (strate-
gy, budget, business plans, risk management measures plan, etc.) are implemented at
the Company.
3.1.4. Moreover, the management board should ensure that the measures included into the OECD Good Practice YES The Company’s Board ensures and monitors implementation of internal contrals,

Guidance” on Internal Controls, Ethics and Compliance are applied at the company in order to ensure adher-
ence to the applicable laws, rules and standards.

"Link to the OECD Good Practice Guidance on Internal Controls, Ethics and Compliance: https://www.oecd.org/daf/anti-bribery/44884389.pdf

Back to contents

ethics and compliance measures as follows:
- there is an internal audit function at the group level;

- the Audit Committee is formed at the group level, mostly consisting of indepen-
dent members, with the internal audit function accountable to it;

- The Company applies the Code of Conduct, the Corruption Prevention Palicy of
EPSO-G UAB Group, the Sponsorship and Charity Policy of EPS0-G UAB Group, the
Policy of Management of Interests of EPS0-G UAB Group, the Risk Management
Policy of EPS0-G UAB Group, the Transparency and Communication Palicy of
EPSO-G UAB Group, the Compliance Management Policy and Methodology of EPS0-G
UAB Group, etc.



ANNUAL REPORT 2020

PRINCIPLES/RECOMMENDATIONS YES/NO/NOT APPLICABLE

3.1.5. When appointing the manager of the company, the management board should take into account the YES
appropriate balance between the candidate’s qualifications, experience and competence.

3.2. FORMATION OF THE MANAGEMENT BOARD

PRINCIPLES/RECOMMENDATIONS YES/NO/NOT APPLICABLE

3.2.1. The members of the management board elected by the supervisory board or, if the supervisory board YES
is not formed, by the general meeting of shareholders should collectively ensure the required diversity of

qualifications, professional experience and competences and seek for gender equality. With a view to maintain

a proper balance in terms of the current qualifications possessed by the members of the management board,

it should be ensured that the members of the management board would have, as a whole, diverse knowledge,

opinions and experience to duly perform their tasks.

Back to contents
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COMMENTARY

When the Board appoints the head of the Company, it follows the procedure approved
by Resolution of the Government of the Republic of Lithuania for the selection of
candidates to a collegial supervisory or management body of a state-owned or
municipal enterprise or of a company or its subsidiary owned by a state-owned or
municipal enterprise, also takes into account the recommendation of the Remunera-
tion and Nomination Committee, and the appropriate balance between the candidate’s
gualification, experience and competence.

Paragraph 57 of the Company’s Articles of Association stipulates that when the Board
assesses the suitability of the candidate for the position of the General Manager, the
Board shall consider the candidate’s compliance with the requirements specified in
the Articles of Association and legal acts, and for that purpose may require that the
candidate submit documents supporting such compliance and/or may contact com-
petent autharities for abtaining the necessary information about the candidate.

COMMENTARY

Paragraph 28 of the Company’s Articles of Assaciation stipulates that in the pracess
of selection of the Board members it is ensured that the Board consists of at least 2
(two) independent members. Their independence is established in accordance with
the criteria laid down in the Corporate Governance Code and the Policy for Mana-ge-
ment of Interests of Members of Collegial Bodies, Executives and Employees of the
Group, as well as the requirements set forth in other applicable legal acts. It is en-
sured that at least 3 (three) members of the Board have no employment relationship
with the Company and, where possible, it is aimed that employees of the Company are
not appointed to the Board and that the Board members have competences that are
required in the areas of responsibility and functions of the Board.

The selection of the Company’s Board members is carried out by the Remuneration
and Nomination Committee in accordance with the approved matrix of the Board
competences.

The Board members perform self-assessment of their activities annually. In addition,
the Remuneration and Nomination Committee evaluates the performance of the
Board on an annual basis and provides re-commendations on performance improve-
ment.
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PRINCIPLES/RECOMMENDATIONS YES/NO/NOT APPLICABLE COMMENTARY

3.2.2. Names and surnames of the candidates to become members of the management board, information

on their educational background, qualifications, professional experience, current positions, other important
professional obligations and potential conflicts of interest should be disclosed without violating the require-
ments of the legal acts regulating the handling of personal data at the meeting of the supervisory board in
which the management board or individual members of the management board are elected. In the event that
the supervisory board is not formed, the information specified in this paragraph should be submitted to the
general meeting of shareholders. The management board should, on yearly basis, collect data provided in this
paragraph on its members and disclose it in the company’s annual report.

3.2.3. All new members of the management board should be familiarised with their duties and the structure and
operations of the company.

3.2.4. Members of the management board should be appointed for a specific term, subject to individual
re-election for a new term in office in order to ensure necessary development of professional experience and
sufficiently frequent reconfirmation of their status.

3.2.5. Chair of the management board should be a person, whose current or past pasitions constitute no
obstacle to carry out impartial activity. Where the supervisory board is not formed, the former manager of the
company should not be immediately appointed as chair of the management board. When a company decides to
depart from these recommendations, it should furnish information on the measures it has taken to ensure the
impartiality of supervision.

3.2.6. Each member should devote sufficient time and attention to perform his duties as a member of the
management board. Should a member of the management board attend less than a half of the meetings of the
management board throughout the financial year of the company, the supervisary board of the company or, if
the supervisory board is not formed at the company, the general meeting of shareholders should be notified
thereof.

Back to contents

YES

YES

YES

YES

YES

Information is announced in the interim and annual reports of the Company that are
made available to public on the official website of the Company.

The Board members are introduced to their duties, the structure and activities of the
Company by sharing with them the Company’s corporate documents - a set of such
documents is sent by email to the newly elected Board members.

Paragraph 27 of the Company's Articles of Association stipulates that the Board is

a collegial management body of the Company consisting of 5 members. The Board
members are elected for an office term of 4 years by the General Meeting of Share-
holders, to which the Board is accountable, by taking into account recommendations
of the Remuneration and Nomination Committee. The Board member may serve the
maximum period of 2 full terms of office in a row without any interruption, i.e. no
longer than 8 years in a row.

Paragraph 29 of the Company’s Articles of Assaciation stipulates the criteria prohibit-
ing a person to be elected as a member of the Board.

One of the measures for ensuring impartiality of the chairperson of the Board is
established in paragraph 46 of the Company’s Articles of Assaciation, which states
that the chairperson of the Board cannot be elected from among the Company’s
employees who were elected to the Company’s Board.

The Board members actively attend the meetings, and the minutes of the meetings pro-
vide records of attendance and voting by the Board members during the decision-mak-
ing process. During 2020, none of the Board members, who was elected and performing
the duties, missed any of the Board meetings.

As stipulated in paragraph 52 of the Company’s Articles of Association, each year the
Board members perform a self- assessment of their activities, the results of which are
submitted to the shareholders and the Remuneration and Nomination Committee. Atten-
dance at the Board meetings by the Board members is disclosed in the annual report.

" For the purposes of this Code, the criteria of independence of the members of the board are understood as the criteria of unrelated persons defined in Article 33(7) of the Law on Companies of the Republic of Lithuania.



PRINCIPLES/RECOMMENDATIONS

3.2.7. In the event that the management board is elected in the cases established by the Law where the super-
visory board is not formed at the company, and some of its members will be independent®, it should be an-
nounced which members of the management board are deemed as independent. The management board may
decide that, despite the fact that a particular member meets all the criteria of independence established by the
Law, he/she cannot be considered independent due to special personal or company related circumstances.

3.2.8. The general meeting of shareholders of the company should approve the amount of remuneration to the
members of the management board for their activity and participation in the meetings of the management
board.

3.2.9. The members of the management board should act in good faith, with care and responsibility for the
benefit and the interests of the company and its shareholders with due regard to other stakeholders. When
adopting decisions, they should not act in their personal interest; they should be subject to no-compete agree-
ments and they should not use the business information or opportunities related to the company’s operations
in violation of the company’s interests.

3.2.10. Every year the management board should carry out an assessment of its activities. It should include
evaluation of the structure of the management board, its work organisation and ability to act as a group,
evaluation of the competence and work efficiency of each member of the management board, and evaluation
whether the management board has achieved its objectives. The management board should, at least once a
year, make public respective information about its internal structure and working procedures in observance of
the legal acts regulating the processing of personal data.

YES/NO/NOT APPLICABLE

YES

YES

YES

NO

YES
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COMMENTARY

The Company’s official website and the annual report contain information about
the Company’s Board members, with specific indication of which members are
independent.

At each Board meeting, the Board members are required to declare whether the
agenda contains any issues that might give rise to conflict of interests.

The General Meeting of Shareholders decides on the amount and guidelines of
remuneration of the Board members. Based on the decision of the General Meeting
of Shareholders, a fixed monthly pay for service at the Board has been set only to
independent Board members.

Taking into account the objective to monitor the absence of conflicts of interest
of the Company’s Board members, each year the Board members update their
declarations of interests, and the independent members are assessed for their
independence.

In addition, paragraph 33 of the Company’s Articles of Association stipulates that the
Board members may be employed elsewhere or hold other job position compatible
with their activities in the Board, including but not limited to executive positions in
other legal entities, a job in a state or statutory service, duties at the Company and
other legal entities (in view of the restrictions set in paragraph 29 of the Articles of
Association), as well as in legal entities where the Company or the parent company
acts as a member, only by providing a prior notice to the Company’s Board.

The Company has adopted the Policy of Management of Interests of Members of
Collegial Bodies, Executives and Employees of EPSO-G Group.

The Board members have signed non-disclosure agreements to protect confidential
information.

No-compete agreements are not concluded with the Board members. The need for
such agreements was not established because the Company operates in a manopoly
business.

The Board carries out a self-assessment of its activities annually, and on its basis
prepares a performance im-provement plan.

In addition, the Remuneration and Nomination Committee and the Audit Committee,
which act at EPS0-G UAB Group level, evaluate annually the decisions made by the
Board and provide recommendations on performance improvement.

The results of assessment of the Board's activities are presented in the Company's
annual report.
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PRINCIPLE 4: RULES OF PROCEDURE OF THE SUPERVISORY BOARD AND THE MANAGEMENT BOARD OF THE COMPANY

PRINCIPLES/RECOMMENDATIONS

4.1. The management board and the supervisory board, if the latter is formed at the company, should act in
close cooperation in order to attain benefit for the company and its shareholders. Good corporate governance
requires an open discussion between the management board and the supervisory board. The management
board should regularly and, where necessary, inmediately inform the supervisory board about any matters
significant for the company that are related to planning, business development, risk management and control,
and compliance with the obligations at the company. The management board should inform the supervisory
board about any derogations in its business development from the previously formulated plans and objectives
by specifying the reasons for this.

4.2. Itis recommended that meetings of the company’s collegial bodies should be held at the respective
intervals, according to the pre-approved schedule. Each company is free to decide how often meetings of the
collegial bodies should be convened but it is recommended that these meetings should be convened at such
intervals that uninterruptable resolution of essential corporate governance issues would be ensured. Meetings
of the company’s collegial bodies should be convened at least once per quarter.

YES/NO/NOT APPLICABLE

NOT APPLICABLE

YES

COMMENTARY

The Supervisory Board is not formed at the Company.

Paragraph 45 of the Company’s Articles of Assaciation stipulates that the Board
makes its decisions at the Board meetings that are usually convened as often as nec-
essary for the Board to be able to properly perform its functions and make decisions
within its authority, however, not less than 12 times during a calendar year.

At the end/beginning of each year, the Company's Board approves the schedule
and activity plan (a preliminary agenda for the respective Board meeting) for the
upcoming/current year.

4.3. Members of a collegial body should be notified of the meeting being convened in advance so that they YES The Board's work is organised in line with the Board's Work Regulations governing the
would have sufficient time for proper preparation for the issues to be considered at the meeting and a fruitful matters of convening a meeting, communication and material sharing with the Board
discussion could be held and appropriate decisions could be adopted. Along with the notice of the meeting members, and other procedural issues.

being convened all materials relevant to the issues on the agenda of the meeting should be submitted to the The Company's Board follows the recommendation related to changes in the agenda.
members of the collegial body. The agenda of the meeting should not be changed or supplemented during the

meeting, unless all members of the collegial body present at the meeting agree with such change or supple-

ment to the agenda, or certain issues that are important to the company require immediate resolution.

4.4. In order to coordinate the activities of the company’s collegial bodies and ensure effective decision-mak- NOT APPLICABLE The Supervisory Board is not formed at the Company.

ing process, the chairs of the company’s collegial supervision and management bodies should mutually agree
on the dates and agendas of the meetings and close cooperate in resolving other matters related to corporate
governance. Meetings of the company’s supervisory board should be open to members of the management
board, particularly in such cases where issues concerning the removal of the management board members,
their responsibility or remuneration are discussed.

Back to contents
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PRINCIPLE 5: NOMINATION, REMUNERATION AND AUDIT COMMITTEES
5.1. PURPOSE AND FORMATION OF COMMITTEES

PRINCIPLES/RECOMMENDATIONS

5.1.1. Taking due account of the company-related circumstances and the chosen corporate governance YES
structure, the supervisory board of the company or, in cases where the supervisory board is not formed, the

management board which performs the supervisory functions, establishes committees. It is recommended that

the collegial body should form the nomination, remuneration and audit committees®.

5.1.2. Companies may decide to set up less than three committees. In such case, companies should explain YES
in detail why they have chosen the alternative approach, and how the chosen approach corresponds with the
objectives set for the three different committees.

5.1.3. In the cases established by the legal acts the functions assigned to the committees formed at compa- NOT APPLICABLE
nies may be performed by the collegial body itself. In such case, the provisions of this Code pertaining to the

committees (particularly those related to their role, operation and transparency) should apply, where relevant,

to the collegial body as a whole.

5.1.4. Committees established by the collegial body should normally be composed of at least three members. YES

Subject to the requirements of the legal acts, committees could be comprised only of two members as well.
Members of each committee should be selected on the basis of their competences by giving priority to inde-
pendent members of the collegial body. The chair of the management board should not serve as the chair of
committees.

YES/NO/NOT APPLICABLE
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COMMENTARY

The Company has the Remuneration and Nomination Committee at the Group level,
which is formed by the Board of EPS0-G UAB and acts in accordance with the regula-
tions approved by the body that forms it, and the Audit Committee at the Group level,
which is formed by the sole shareholder EPS0-G UAB and acts in accordance with the
regulations approved by the body that forms it.

Given that the matters of remuneration and nomination are closely interrelated,
and that the same expert qualification is required to address those matters, it was
decided to form a single Remuneration and Nomination Committee.

See 5.1.1.

Paragraphs 7.8 and 7.9 of the Articles of Association of EPSO-G UAB regulate the for-
mation of committees at EPS0-G group level and the areas of their competence. The
Articles of Association stipulate that the Remuneration and Nomination Committee
and the Audit Committee shall consist of not less than three members.

It is ensured that at least one member from all three members of the Remuneration
and Nomination Committee are independent, and at least two members from all three
members of the Audit Com-mittee are independent.

Not all members of the Remuneration and Nomination Committee and the Audit
Committee are appointed from the Board of EPSO-G. One member to each of the
Committees is appointed on the basis of competence through an external selection
procedure of an independent member to the Committee.

 The legal acts may provide for the obligation to form a respective committee. For example, the Law on the Audit of Financial Statements of the Republic of Lithuania provides that public-interest entities (including but not limited to public limited liability companies whose securities are traded
on a regulated market of the Republic of Lithuania and/or of any other Member State) are under the obligation to set up an audit committee (the legal acts provide for the exemptions where the functions of the audit committee may be carried out by the collegial body performing the

supervisory functions).

Back to contents



PRINCIPLES/RECOMMENDATIONS

5.1.5. The authority of each committee formed should be determined by the collegial body itself. Committees YES
should perform their duties according to the authority delegated to them and regularly inform the collegial

body about their activities and performance on a regular basis. The authority of each committee defining its

role and specifying its rights and duties should be made public at least once a year (as part of the information

disclosed by the company on its governance structure and practice on an annual basis). In compliance with the

legal acts regulating the processing of personal data, companies should also include in their annual reports the

statements of the existing committees on their composition, the number of meetings and attendance over the

year as well as the main directions of their activities and performance. YES

5.1.6. With a view to ensure the independence and impartiality of the committees, the members of the collegial YES
body who are nat members of the committees should normally have a right to participate in the meetings of

the committee only if invited by the committee. A committee may invite or request that certain employees of

the company or experts would participate in the meeting. Chair of each committee should have the possibility

to maintain direct communication with the shareholders. Cases where such practice is to be applied should be

specified in the rules regulating the activities of the committee.

5.2. NOMINATION COMMITTEE
PRINCIPLES/RECOMMENDATIONS

5.2.1. The key functions of the nomination committee should be the follo-wing: YES

1) to select candidates to fill vacancies in the membership of supervisory and management bodies and the ad-
ministration and recommend the collegial body to approve them. The nomination committee should evaluate
the balance of skills, knowledge and experience in the management body, prepare a description of the func-
tions and capabilities required to assume a particular position and assess the time commitment expected;

2) assess, on a reqular basis, the structure, size and composition of the supervisory and management bodies as
well as the skills, knowledge and activity of its members, and provide the collegial body with recommenda-
tions on how the required changes should be sought;

3) devote the attention necessary to ensure succession planning.

5.2.2. When dealing with issues related to members of the collegial body who have employment relationships YES
with the company and the heads of the administration, the manager of the company should be consulted by
granting him/her the right to submit proposals to the Nomination Committee.

YES/NO/NOT APPLICABLE

YES/NO/NOT APPLICABLE
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COMMENTARY

The powers of the Committees are determined in the Articles of Assaciation of
EPS0-G UAB and under the decision of the body forming the Committee - the
Regulations of the Remuneration and Nomination Committee are approved by the
decision of the Board of EPSO-G UAB, and the Regulations of the Audit Committee
are approved by the decision of the sole shareholder EPSO-G UAB, as it is permitted
by the Requirements for Members of the Audit Committee approved by the Bank of
Lithuania (Article 5).

The Regulations of the Committees are available on EPSO-G website. Information
about the composition, activities of the Committees and other information is pre-
sented in the Group's consolidated annual report.

The Regulations of the Committees provide for the right of the members of the
Committees to invite, at their discretion, to their meetings the members of the
bodies of EPSO-G UAB Group companies, employees, authorised representatives,
candidates to certain positions or other persons, and to obtain from them the nec-
essary explanations within their competence, as well as to require for that purpose
to carry out the actions necessary to fulfil the functions of the Committees.

COMMENTARY

The Remuneration and Nomination Committee of EPS0-G UAB serves as an advisory
body to the Board of EPS0-G UAB and to the Company’s Board. The main functions
of the Committee are as follows:

- assistance in the selection of candidates to members of the bodies in all the
group companies;

- pravision of recommendations for the group companies on appointment of
members to the management bodies, conclusion of contracts with them and
determination of remuneration for them;

- pravision of recommendations on the policies of the group companies that govern
the remuneration policy and employee performance assessment;

- pravision of recommendations on the system for succession planning in the
critical job positions.

The Regulations stipulate that the right of initiative to convene the Remuneration
and Nomination Committee is exercised by the boards or heads of the group com-
panies who also propose the agenda of the meeting by submitting materials and
draft resolu-tions related to the agenda matters.

Currently, the Company’s Board has no members who have employment relations
with the Company.
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5.3. REMUNERATION COMMITTEE
PRINCIPLES/RECOMMENDATIONS YES/NO/NOT APPLICABLE COMMENTARY

The main functions of the remuneration committee should be the following: YES The Company has a single Remuneration and Nomination Committee, with functions

1) submit to the collegial body proposals on the remuneration policy applied to members of the supervisory and described i detail in 5.2.1
management bodies and the heads of the administration for approval. Such policy should include all forms of
remuneration, including the fixed-rate remuneration, performance-based remuneration, financial incentive
schemes, pension arrangements and termination payments as well as conditions which would allow the
company to recover the amounts or suspend the payments by specifying the circumstances under which it
would be expedient to do so;

2) submit to the collegial body proposals regarding individual remuneration for members of the collegial bodies
and the heads of the administration in order to ensure that they would be consistent with the company’s
remuneration policy and the evaluation of the performance of the persons concerned;

3) review, on a regular basis, the remuneration policy and its implementation.

5.4. AUDIT COMMITTEE

PRINCIPLES/RECOMMENDATIONS YES/NO/NOT APPLICABLE COMMENTARY
5.4.1. The key functions of the audit committee are defined in the legal acts regulating the activities of the audit YES The Audit Committee of EPSO-G UAB acts as an advisory body to the Board of
committee™. EPSO0-G UAB and to the Company’s Board. The main functions of the Committee

are as follows:

- supervision of preparation and audit of financial statements of the Group
companies;

- responsibility for ensuring compliance by the auditors and audit firms of the
Group companies with the principles of independence and abjectivity;

- responsibility for the supervision of effectiveness of internal controls, risk
management and internal audit systems of the Group companies;

- responsibility for control over provision of non-audit services by the auditor
and/or audit firm of the Group companies;

- ensuring the functioning of the complaints system and handling of complaints;
- evaluation of transactions with related parties.

5.4.2. Al members of the committee should be provided with detailed information on specific issues of the com-
pany’s accounting system, finances and operations. The heads of the company’s administration should inform the
audit committee about the methods of accounting for significant and unusual transactions where the accounting
may be subject to different approaches.

5.4.3. The audit committee should decide whether the participation of the chair of the management board, the YES The Regulations of the Audit Committee stipulate that the members of the

manager of the company, the chief finance officer (or senior employees responsible for finance and accounting), Committee, at their own discretion, may invite to their meetings the members of
the internal and external auditors in its meetings is required (and, if required, when). The committee should be the bodies of the Group companies, their employees, authorised representatives,
entitled, when needed, to meet the relevant persons without members of the management bodies present. candidates to certain positions or other persons, and obtain from them the nec-

essary explanations within their competence, as well as require for that purpose
to take actions that are necessary to fulfil the functi-ons of the Committee.

" Matters related to the activities of audit committees are regulated by Requlation No 537/2014 of the European Parliament and the Council of 16 April 2014 on specific requirements regarding statutory audit of public-interest entities, the Law on the Audit of Financial Statements of the Republic of
Lithuania, and the Rules Regulating the Activities of Audit Committees approved by the Bank of Lithuania.

Back to contents
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PRINCIPLES/RECOMMENDATIONS

5.4.4. The audit committee should be informed about the internal auditor’s work programme and should be fur-
nished with internal audit reports or periodic summaries. The audit committee should also be informed about the
work programme of external auditors and should receive from the audit firm a report describing all relationships
between the independent audit firm and the company and its group.

5.4.5. The audit committee should examine whether the company complies with the applicable provisions regu-
lating the possibility of lodging a complaint or reporting anonymously his/her suspicions of potential violations
committed at the company and should also ensure that there is a procedure in place for proportionate and
independent investigation of such issues and appropriate follow-up actions.

5.4.6. The audit committee should submit to the supervisory board or, where the supervisory board is not formed,
to the management board its activity report at least once in every six months, at the time that annual and
half-yearly reports are approved.

PRINCIPLE 6: PREVENTION AND DISCLOSURE OF CONFLICTS OF INTEREST

PRINCIPLES/RECOMMENDATIONS

Any member of the company’s supervisory and management body should avoid a situation where his/her personal

interests are or may be in conflict with the company’s interests. In case such a situation did occur, a member of

YES/NO/NOT APPLICABLE

YES

YES

YES

YES/NO/NOT APPLICABLE

YES

the company’s supervisory or management body should, within a reasonable period of time, notify other members

of the same body or the body of the company which elected him/her or the company's shareholders of such
situation of a conflict of interest, indicate the nature of interests and, where possible, their value.

Back to contents
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COMMENTARY

See 5.4.3.

The Audit Committee organises a meeting with the auditors to discuss the audit
plan.

The Audit Committee ensures the functioning of the complaints system and the
handling of complaints.

The Regulations of the Audit Committee stipulate that the Audit Committee
submits qu-arterly activity reports to the Board.

In addition, it submit a consolidated activity report to the Ordinary General Meet-
ing of Shareholders and to the Board of EPSO-G UAB.

COMMENTARY

This obligation is set out in paragraphs 57-58 of the Company’s Articles of Associ-
ation, the Regulations of the management bodies, and the Policy of Mana-gement
of Interests of Members of Collegial Bodies, Executives and Employees of EPS0-G
Group.



Amber

ANNUAL REPORT 2020 Grid

PRINCIPLE 7: REMUNERATION POLICY OF THE COMPANY

PRINCIPLES/RECOMMENDATIONS YES/NO/NOT APPLICABLE COMMENTARY

7.1. The company should approve and post the remuneration policy on the website of the company; such policy YES The Company applies the Guidelines for Determining the Remuneration for Ser-

should be reviewed on a regular basis and be consistent with the company’s long-term strategy. vice at the Bodies of EPS0-G UAB and EPS0-G UAB Group Companies, which are
approved by the sole shareholder EPSO-G UAB and are available to public.
The Company applies in full the Remuneration Policy of the EPS0-G UAB Group
and the Employee Performance Assessment Policy of EPS0-G UAB Group. The
Remuneration Policy is available to public.

7.2. The remuneration palicy should include all forms of remuneration, including the fixed-rate remuneration, YES These forms of remuneration are defined in the Remuneration Policy of EPSO-G”

performance-based remuneration, financial incentive schemes, pension arrangements and termination payments Group.

as well as the conditions specifying the cases where the company can recover the disbursed amounts or suspend

the payments.

1.3. With a view to avoid potential conflicts of interest, the remuneration policy should provide that members YES The Company applies the Guidelines for Determining the Remuneration for

of the collegial bodies which perform the supervisory functions should not receive remuneration based on the Service at the Bodies of EPS0-G UAB and EPSO-G UAB Group Companies, which

company’s performance. define a fixed remuneration for independent members of the collegial bodies.
The mem-bers of the Board do not receive remuneration (bonuses) based on the
Company's performance.

7.4. The remuneration policy should provide sufficient information on the policy regarding termination payments. NO The Remuneration Policy of EPSO-G UAB Group stipulates that the Group com-

Termination payments should not exceed a fixed amount or a fixed number of annual wages and in general should panies do not enter into advance agreements on the amounts of termination

not be higher than the non-variable component of remuneration for two years or the equivalent thereof. Termina- benefits (except for the heads of the companies whose terms of employment are

tion payments should not be paid if the contract is terminated due to inadequate performance. determined by the Board). The amounts of termination benefits are determined
by taking into account the mandatory minimum amounts of such benefits
established by the provisions of labour law, except for exceptional cases when
there are abjective reasons for the agreement on higher amounts of benefits. The
Board of the Company shall be informed about the payment of such benefits and
the grounds for their payment during the upcoming meeting.

715. In the event that the financial incentive scheme is applied at the company, the remuneration policy should NOT APPLICABLE No such schemes are applied at the Company.

contain sufficient information about the retention of shares after the award thereof. Where remuneration is
based on the award of shares, shares should not be vested at least for three years after the award thereof. After
vesting, members of the collegial bodies and heads of the administration should retain a certain number of shares
until the end of their term in office, subject to the need to compensate for any costs related to the acquisition of
shares.

Back to contents
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PRINCIPLES/RECOMMENDATIONS

7.6. The company should publish information about the implementation of the remuneration policy on its website,
with a key focus on the remuneration policy in respect of the collegial bodies and managers in the next and, where
relevant, subsequent financial years. It should also contain a review of how the remuneration policy was imple-
mented during the previous financial year. The information of such nature should not include any details having a
commercial value. Particular attention should be paid on the major changes in the company’s remuneration policy,
compared to the previous financial year.

71. It is recommended that the remuneration policy or any major change of the palicy should be included on the
agenda of the general meeting of shareholders. The schemes under which members and employees of a collegial
body receive remuneration in shares or share options should be approved by the general meeting of shareholders.

PRINCIPLE 8: ROLE OF STAKEHOLDERS IN CORPORATE GOVERNANCE

PRINCIPLES/RECOMMENDATIONS

8.1. The corporate governance framework should ensure that the rights and lawful interests of stakeholders are
protected.

8.2. The corporate governance framework should create conditions for stakeholders to participate in corporate
governance in the manner prescribed by law. Examples of participation by stakeholders in corporate governance
include the participation of employees or their representatives in the adoption of decisions that are important for
the company, consultations with employees or their representatives on corporate governance and other important
matters, participation of employees in the company's authorised capital, involvement of creditors in corporate
governance in the cases of the company’s insolvency, etc.

Back to contents
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COMMENTARY

General information on the implementation of the Company’s Remuneration Poli-
cy and average salary levels by individual category of employees are disclosed to
public in the Company’s annual report.

According to Article 25(5) of the Law on Energy of the Republic of Lithuania, the
Company discloses remuneration of the members of the Company’s management
bodies, and other benefits related to the functions of the members of the man-
agement bodies. Information on remuneration of employees is made available to
public on the Company'’s official website on a quarterly basis.

The remuneration of the members of the Company’s Board is determined by the
General Meeting of Shareholders of the Company.

When determining the remuneration, the Company follows the Guidelines for De-
termining the Remuneration for Service at the Bodies of EPS0-G UAB and EPS0-G
Group Companies, which are approved by the sole shareholder EPSO-G UAB.

No such schemes are applied at the Company.

COMMENTARY

The Company applies the Transparency and Communication Policy of EPS0-G
UAB Group, which stipulates goals to increase awareness and unders-tanding

of stakeholders about the activities of EPS0-G UAB Group and individual Group
companies; to ensure employee engagement; to create and maintain sustainable
relationship with stakeholders based on mutual trust.

The Company, together with the representatives of the Company’s employ-
ees, conducts consultations, negotiations and briefings on the processes
for improving efficiency of the Company’s operations. Under the Company’s
collective agreement signed with the representatives of the Company’s
employees, the Company informs the representatives of the trade unions
about the anticipated changes in the Company, the Company’s financial
position, etc

The stakeholders can take part in the corporate governance to the extent
permitted by law.
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PRINCIPLES/RECOMMENDATIONS YES/NO/NOT APPLICABLE COMMENTARY
8.3. Where stakeholders participate in the corporate governance process, they should have access to relevant YES The stakeholders are provided with the conditions to familiarise themselves with
information. the required information.
8.4. Stakeholders should be provided with the possibility of reporting confidentially any illegal or unethical practic- YES The Company's Trust Line contacts are available to public on the Company's
es to the collegial body performing the supervisory function. official website. The contacts can be used by the stakeholders to report any

incidents of violation of environmental, occupational health and safety require-
ments, unethical or inappropriate work practices, violation of anti-corruption
requirements. The stakeholders are introduced to the possibility to contact
directly the head of the Company or the chairperson of the Board.

PRINCIPLE 9: DISCLOSURE OF INFORMATION

PRINCIPLES/RECOMMENDATIONS YES/NO/NOT APPLICABLE COMMENTARY
9.1. In accordance with the company’s procedure on confidential information and commercial secrets and the YES The Company applies the Transparency and Communication Policy of EPS0-G
legal acts regulating the processing of personal data, the information publicly disclosed by the company should UAB Group, based on which the essential financial and non-financial information
include but not be limited to the following: is disclosed to public in the Company’s interim and annual report and on the

Company’s official website.

9.1.1. operating and financial results of the company; YES Information is disclosed to public in the Company's interim and annual report and
on the Company's official website.

9.1.2. objectives and non-financial information of the company; YES Information is disclosed to public in the Company’s interim and annual report and
on the Company’s official website.

9.1.3. persons holding a stake in the company or controlling it directly and/ or indirectly and/or together with YES Information is disclosed to public in the Company’s interim and annual report and
related persons as well as the structure of the group of companies and their relationships by specifying the on the Company'’s official website.
final beneficiary;

9.1.4. members of the company’s supervisory and management bodies who are deemed independent, the YES Information is disclosed to public in the Company's interim and annual report and
manager of the company, the shares or votes held by them at the company, participation in corporate gover- on the Company’s official website.
nance of other companies, their competence and remuneration;

9.1.5. reports of the existing committees on their composition, number of meetings and attendance of mem- YES Information is disclosed to public in the Company’s interim and annual report and
bers during the last year as well as the main directions and results of their activities; on the Company’s official website.
9.1.6. potential key risk factors, the company's risk management and supervision policy; YES Information is disclosed to public in the Company’s interim and annual report and

on the Company’s official website.

Back to contents
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PRINCIPLES/RECOMMENDATIONS

9.1.7. the company's transactions with related parties;

9.1.8. main issues related to employees and other stakeholders (for instance, human resource policy, partici-
pation of employees in corporate governance, award of the company’s shares or share options as incentives,
relationships with creditors, suppliers, local community, etc.);

9.1.9. structure and strategy of corporate governance;

9.1.10. initiatives and measures of social responsibility and anti-corrup-tion policy, significant current or
planned investment projects.

This list is deemed minimum and companies are encouraged not to restrict themselves to the disclosure of
information included into this list. This principle of the Code does not exempt companies from their obliga-
tion to disclose information as provided for in the applicable legal acts.

9.2. When disclosing the information specified in Item 9.1.1 of recommendation 9.1, it is recommended that the
company which is a parent company in respect of other companies should disclose information about the consoli-
dated results of the whole group of companies.

9.3. When disclosing the information specified in ltem 9.1.4 of recommendation 9.1, it is recommended that the
information on the professional experience and qualifications of members of the company’s supervisory and
management bodies and the manager of the company as well as potential conflicts of interest which could affect
their decisions should be provided. It is further recommended that the remuneration or other income of members
of the company’s supervisory and management bodies and the manager of the company should be disclosed, as
provided for in greater detail in Principle 7.

9.4. Information should be disclosed in such manner that no shareholders or investors are discriminated in terms
of the method of receipt and scope of information. Information should be disclosed to all parties concerned at the
same time.

Back to contents

YES/NO/NOT APPLICABLE

YES

YES

YES

YES

YES

YES

YES

Amber
Grid

COMMENTARY

Information is disclosed to public in the Company’s interim and annual report and
on the Company’s official website.

Information is disclosed to public in the Company’s interim and annual report and
on the Company's official website.

Information is disclosed to public in the Company’s interim and annual report and
on the Company's official website.

Information is disclosed to public in the Company’s interim and annual report and
on the Company’s official website.

EPS0-G UAB, as a parent company, discloses consolidated information in the
consolidated annual report.

Information is disclosed to public in the Company’s interim and annual report and
on the Company's official website.

The Company provides information through the information disclosure system
of Vilnius Stock Exchange in Lithuanian and English languages simultaneously.
The Company discloses information prior to or after a trading session at Vilnius
Stock Exchange and presents it simultaneously to all the markets in which the
Company's stock is traded. The Company does not disclose information that may
affect the price of its stock in any comments, interviews or by any other means
until such information is provided through the information disclosure system of
the stock exchange.
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PRINCIPLE 10: SELECTION OF THE COMPANY'S AUDIT FIRM

PRINCIPLES/RECOMMENDATIONS YES/NO/NOT APPLICABLE

10.1. With a view to obtain an objective opinion on the company's financial position and financial performance YES
results, the company’s annual financial statements and the financial information provided in its annual report
should be audited by an independent audit firm.

10.2. It is recommended that the audit firm would be proposed to the general meeting of shareholders by the YES
supervisory board or, if the supervisory board is not formed at the company, by the management board of the
company.

10.3. In the event that the audit firm has received remuneration from the company for the non-audit services YES
provided, the company should disclose this publicly. This information should also be available to the supervisory

board or, if the supervisory board is not formed at the company, by the management board of the company when

considering which audit firm should be proposed to the general meeting of shareholders.

Back to contents
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COMMENTARY

The Company’s financial information is audited by an independent audit firm.

The Audit Committee operating at the Group level takes part in the selection
process of an auditor, by recommending a candidate for the independent auditor
to the Company’s Board. As the Board assesses the candidate proposed by the Audit
Committee, it proposes the candidate for the approval by the General Meeting of
Shareholders.

The fee for non-audit services received by the audit firm is made available to
public by the Company. The audit firm provides non-audit services in accor-
dance with EPS0-G UAB Group Policy for Procurement of Non-audit Services
from an Audit Firm or any Member Firm of the Network of the Auditor, approved
by the Audit Committee of EPSO-G UAB of from an audit firm or from any other
firm that is part of the audit firm network. The latter policy is approved by the
Audit Com-mittee.

The provision of non-audit services is supervised by the Audit Committee oper-
ating at the Group level, which has in its disposal of the necessary information

about the auditor as it recommends a candidate for the independent auditor to
the Board.
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EPS0-G UAB and its subsidiaries comply® with Resolution No 1052 of 14 July 2010 of the Government of the Republic of
Lithuania On the approval of the description of guidelines for ensuring the transparency of state-owned enterprises
(the Transparency Guidelines”). The application of the Transparency Guidelines is mandatory to EPSO-G as it is a
state-owned enterprise ("the SOE”). In order to ensure compliance with the Transparency Guidelines across EPS0-G
Group, the Business Transparency and Communication Policy of EPSO-G Group was approved at the Group level,
which considers in detail the requirements set forth in the Transparency Guidelines, and defines their applicability
to EPSO-G Group companies.

Implementation of the Transparency Guidelines is largely ensured by Amber Grid AB through disclosure of informa-

Amber
Grid

Annex 3

tion in the annual report and on the official website of Amber Grid, where information is disclosed in the format that
is acceptable and comprehensible to the stakeholders.

Article 3 of the Transparency Guidelines stipulates that the SOE complies with the provisions of the Corporate Gov-
ernance Code for the Companies Listed on Nasdaq Vilnius AB® that are related to public disclosure of information.
Information on how Amber Grid complies with the provisions of the Code is provided in Annex 2 to Amber Grid's Annual
Report - Amber Grid Notice of Compliance with the Corporate Governance Code for the Companies Listed on Nasdaq
Vilnius AB .

Structured information on implementation of the Transparency Guidelines is presented below:

The following information must be published/other requirements must be implemented on the official website of Amber Grid (www.ambergrid.It):

Company's name, code, registered address, and a register in which data on the Company is compiled and stored

Legal form, in case Amber Grid is restructured, reorganised (the way of reorganisation is to be indicated), under liquidation, in the process of bankruptcy or bankrupt

Information on the authority representing the State, i.e. the Ministry of Energy, and link to its official website
Goals, vision and mission of the activities

Structure

Data on the chief executive officer*

Data on the chairperson and members of the board*

Data on the chairperson and members of the supervisory board*

Names of the committees, data on their chairperson and members*

Implemented
Not applicable
Implemented
Implemented
Implemented
Implemented
Implemented
Not applicable

Not applicable

* The following data must be provided: name, surname, start date of the term of office, other executive pasitions in other legal entities, education, qualification, and professional experience; indication of whether a member of a

collegial bady has been elected or appointed as an independent member.

Sum of the nominal values (in euros and cents) of shares and interest (in percentage) held by the State in the share capital of Amber Grid under the title of ownership

Implementation of special abligations established under the recommendations approved by the Minister of Economy and Innovations of the Republic of Lithuania: the purpose of special obligations, budget

Implemented

Implemented

allocations in the current calendar year for fulfilment of special obligations, and the legal acts under which the SOE is assigned to fulfil special obligation, the terms for fulfilment of special obligation and/or the

regulated pricing

5 Under Article 17.11 of the Transparency Guidelines, in the event of failure to comply with the Transparency Guidelines, the reasons for such non-compliance must be explained.
' Corporate Governance Code for the Companies Listed on Nasdag Vilnius approved at the Board meeting of Nasdag Vilnius AB on 15 January 2019, .Minutes No 13-63.

Back to contents
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Information on initiatives and measures of social responsibility, significant ongoing or planned investment projects

If Amber Grid is a member of other legal entities (not applicable to subsidiaries and second-tier subsidiaries), the name, code, and register in which data on the Company is compiled and stored, registered

address, and official websites of such legal entities

A set of Amber Grid annual financial statements, Amber Grid annual report, as well as an auditor’s report on Amber Grid annual financial statements must be placed on Amber Grid official website within 10 working

days from the date of approval of the set of annual financial statements

The sets of Amber Grid interim financial statements and Amber Grid interim reports must be placed on the official website not later than within 2 months after the end of the reporting period

Since Amber Grid is a subsidiary, the following additional information must be provided on Amber Grid official website (www.ambergrid.It):

Amber Grid group structure

Information on subsidiaries and second-tier subsidiaries of Amber Grid:

Company’s name, code, registered address, and a register in which data on the Company is compiled and stored

Official website addresses

Amber Grid's interest (percentage) held in the share capital of the companies

Annual consolidated financial statements and consolidated annual reports

The following documents must be provided/other requirements must be implemented on Amber Grid official website (www.ambergrid.It):

Amber Grid's Articles of Association

Official Letter of the Ministry of Energy on determining the State’s goals and expectations for Amber Grid

Operational strategy or its summary in cases when operational strategy contains confidential information or information that is treated as a commercial (industrial) secret
Remuneration policy that covers determination of remuneration for CEQ and members of collegial bodies and committees of Amber Grid

Amber Grid annual and interim reports

The sets of annual and interim financial statements, and auditor’s reports thereon for at least 5 years

The above-mentioned documents must be provided in a PDF format with a technical possibility to be printed out

The following information must be provided/other requirements must be implemented in the sets of financial statements:

Amber Grid keeps its accounting records in a way that ensures preparation of the financial statements in accordance with the International Accounting Standards
Amber Grid prepares a set of financial statements for the period of 6 months.

In addition to annual report, Amber Grid prepares an interim report for the period 6 months.

Back to contents
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Implemented

Not applicable
Implemented

Implemented
Implemented

Implemented
Implemented
Implemented

Implemented

Implemented
Not applicable
Implemented
Implemented
Implemented
Implemented

Implemented

Implemented
Implemented

Implemented
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In addition to the content requirements set in the Law on Financial Reporting by Undertakings of the Republic of Lithuania, the following information must be disclosed by Amber Grid":
Brief description of Amber Grid's business model

Information on significant events occurring during the financial year and after the end of the financial year (until the date of preparation of annual report) that had material impact on the activities of Amber Grid
Results of implementation of the abjectives set in the operational strategy

Profitability, liquidity, asset turnover, and debt ratios

Implementation of special obligations

Implementation of the investment policy, ongoing and planned investment projects, and investments implemented during the reporting year

Implementation of the risk management policy applied by Amber Grid

Implementation of the dividend policy

Implementation of the remuneration policy

Total annual payroll fund, average monthly salary by category of employees and/or business units

ecommended to provide information related to environmental, social and personnel, human rights, anti-corruption and anti-bribery matters in their annual report or annual activity report

The consolidated annual report includes the following information: structure of the group, name, code and register in which data on the company is compiled and stored, registered address of each of the group
companies, interest (percentage) held in the share capital of a subsidiary, financial and non-financial performance during the financial year

The interim report of Amber Grid includes the following information: a brief description of Amber Grid's business model, analysis of financial performance during the reporting period, information on significant
events occurring during the reporting period, profitability, liquidity, asset turnover and debt ratios and changes therein compared to the respective period in the previous year

When information is treated as a commercial (industrial) secret or as confidential information of the SOE, the SOE is allowed not to disclose such information; however, in its annual report the SOE must indicate such non-disclosure and provide the reasons for non-disclosure.

Back to contents

Amber
Grid

Implemented
Implemented
Implemented
Implemented
Implemented
Implemented
Implemented
Implemented
Implemented
Implemented
Implemented

Implemented

Implemented
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CONSOLIDATED AND SEPARATE FINANCIAL STATEMENTS

CONSOLIDATED STATEMENT OF FINANCIAL POSITION

(All amounts are in EUR ‘000 unless otherwise stated)

Group Group
Notes At At At Notes At A At
31December  31December  1January 31December  31December 1January
2020 2019" 2019" 2020 2019" 2019"
ASSETS
A Non-current assets 255.757 209.557 209.252 B. Current assets 60.614 46.783 38.820
l. Intangible assets 5 4.833 2.910 2.699 l. Inventories and prepayments 2.626 2.651 3.129
Il. Property, plant and equipment 6 241.624 201.362 200.031 1. Inventories 9 1.897 219 2.795
1. Land 125 125 125 2. Prepayments 729 532 334
I2.  Buildings 5.427 5.183 5.288 Il. Amounts receivable 10 41371 25.251 23.452
II3. Structures and equipment 146.003 147770 141518 1. Trade receivables 1870 5.860 6.188
Il.4. Plant and machinery 34.583 31714 39.922 [12.  Other amounts receivable 39.507 19.391 17.264
L5, Motor vehicles 542 113 952 Il Prepaid income tax 17 - 1.567
[.6.  Other PP&E 3 2.637 2124 V. Other financial assets il 8.673 18.648 10.630
I.7. Construction work in progress 51.773 7160 10.102 V. Cash and cash equivalents 12 767 233 42
IIl. Right-of-use assets 8 2.335 2.001 2.027 Total assets 316.371 256.340 248.072
V. Non-current financial assets 4 4 998 (contd on the next page)
IV, Investment in subsidiary 1 = = =
IV.2. Non-current trade receivables - - 998
IV.3.  Other non-current financial assets 4 4 =
V. Deferred income tax assets 2 6.961 3280 3497 The accompanying notes form an integral part of these financial statements.

Back to contents
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(Al amounts are in EUR ‘000 unless otherwise stated)

Notes

EQUITY AND LIABILITIES
C. Equity
l. Share capital
Il. Reserves 13
I11. Legal reserve
2. Other reserves
I, Retained earnings (deficit)
D. Amounts payable and liabilities
l. Amounts payable after one year and

non-current liabilities
1. Non-current borrowings 14
2. Lease liabilities 8
1.3. Contract liabilities 15
4. Long-term employee benefits 16
1.5. Deferred income tax liability 22
1.6. Other non-current liabilities
7. Provisions 16

Amounts payable within one year
and current liabilities

Back to contents

At
31 December
2020

154.830
51.731
74,638
5173
69.465
28.461
161.541
107.506

101.565
1.953
1.337

509

2142
54,035

Group

At
31 December
2019"

136.660
51.731
74,638
5.173
69.465
10.291
119.680
55.446

51.739
1.849
137
487

64.234

At
1January
2019"

129.314
51.731
99.990
5.173
94.817
(22.407)
118.758
59.903

55.357
1.883
2.215

448

58.855

1.
11.2.

I1.3.
[1.4.

[1.5.
I1.6.
7.
I1.8.
1.9.

[1.10.

Current borrowings

Current portion of non-current
borrowings

Current portion of lease liabilities

Current portion of long-term
employee benefits

Trade payables

Advance amounts received
Income tax liability
Employment-related liabilities

Other amounts payable and current
liabilities

Provisions

Total equity and liabilities

Notes
At
31 December
2020
14 7.852
14 10.174
8 40
16 39
17 10.429
18 8.558
51
2.140
19 14.345
16 37
316.37

Group

At
31 December
2019"

6.452
13.618

160
53

6.967
17137
688
1723
17.436

256.340

Amber
Grid

At
1January
2019"

6.791
17.976

M
83

6.423
10.152

1.355
15.931

248.072

U The comparative figures have been restated for changes in accounting policy of revenue from connection fees
of new consumers; see Nate 26 for a detailed disclosure of the restatement effects.

The accompanying notes form an integral part of these financial statements.
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(Al amounts are in EUR ‘000 unless otherwise stated)

ASSETS

A
l.

Il.
111,
11.2.
I1.3.
I1.4.
I1.5.
I1.6.
7.
M.

Iva.

V.2,
V3.

Non-current assets
Intangible assets

Property, plant, and equipment
Land

Buildings

Structures and equipment
Plant and machinery

Motor vehicles

Other PP&E

Construction work in progress
Right-of-use assets
Non-current financial assets
Investment in subsidiary
Non-current trade receivables
Other non-current financial assets

Deferred income tax assets

Back to contents

Notes

22

At
31 December
2020

255.649
4189
241.620
125
5.427
146.003
34.583
542
3.167
51.773
2.204
675

675

6.961

Company

At
31 December
2019"

209.426
2.262
201.359
125
5183
141.770
314
173
2.634
7160
1.850
675
675

3.280

At
1January
2019"

209.484
2.259
200.028
125
5.288
141.518
39.922
952
212
10.102
2027
1.673
675

998

3.497

B.  Current assets

l. Inventories and prepayments
1.1 Inventories

2. Prepayments

Il.  Amounts receivable

[I1. Trade receivables

[1.2. Other amounts receivable

lll.  Prepaid income tax

IV.  Other financial assets

V. Cash and cash equivalents

Total assets

The accompanying notes form an integral part of these financial statements.

Notes At
31 December
2020
49.144
2.61
9 1.897
Tk
10 45.356
5.851
39.505
10N
1 3
12 8
304.793

Amber
Grid

Company
At At
31December  1January
2019" 2019"

28.094 28.299

2.640 3.n8
2119 2.795
521 323
25.253 23.524
5.865 6.113
19.388 1741
= 1567

4 56

197 34

237520 237783

(contd on the next page)
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(All amounts are in EUR ‘000 unless otherwise stated)

EQUITY AND LIABILITIES

C.
l.
Il.
[

I1.2.

4.
5.
1.6.
7.

' The comparative figures have been restated for changes in accounting policy of revenue from connection fees

Equity
Share capital
Reserves
Legal reserve

Other reserves

Retained earnings (deficit)
Amounts payable and liabilities

Amounts payable after one year and
non-current liabilities

Non-current borrowings

Lease liabilities

Contract liabilities

Long-term employee benefits
Deferred income tax liability

Other non-current liabilities

Provisions

Notes

At
31 December
2020

154.410
51.731
74.638
5173
69.465
28.041
150.383
107.396

101.565
1.843
1.337

509

2.142

Company

At
31 December
2019"

136.978
51.731
74638
5173
69.465
10.609
100.542
55.316

51.739
1.719
137

487

of new consumers; see Note 26 for a detailed disclosure of the restatement effects.

The accompanying notes form an integral part of these financial statements.

Back to contents

At
1January
2019"

129.668
51.731
99.990
5173
94.817
(22.053)
108.115
59.903

55.357
1.883
2.215

448

I1.3.
I1.4.

IL5.
IL.6.
I1.7.
I1.8.
I1.9.

11.10.

Notes
Amounts payable within one year and
current liabilities
Current borrowings 14
Current portion of non-current 14
borrowings
Current portion of lease liabilities 8

Current portion of long-term employee 16
benefits

Trade payables 17
Advance amounts received 18
Income tax liability

Employment-related liabilities

Other amounts payable and current 19
liabilities

Provisions

Total equity and liabilities

At
31 December
2020

42.987

7.852
10.174

387
39

8.151
312

2054
13.981

37
304.793

Company

At
31 December
2019"

45.226

6.272
13.618

138
53

4191
1.465
688
1.655
17.146

237520

Amber
Grid

At
1January
2019"

48.212

6.791
17.976

m
83

5.970
65

1.305
15.878

237.783
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(Al amounts are in EUR ‘000 unless otherwise stated)

|. Revenue

Il. Expenses

[1.1. Natural gas costs

1.2. Depreciation and amortisation

[1.3. Employee benefits and related social security contributions
I1.4. Repair and technical maintenance expenses
1.5. Taxes other than income tax

I1.6. Telecommunications and IT system expenses
[1.7. Other expenses

IIl. Operating profit (loss)

IV. Financing activity

[V.1. Finance income

[V.2. Finance costs

V. Profit (loss) before income tax

VI. Income tax

VL.1. Current year income tax

VI.2. Deferred income tax

VII. Deferred income tax

Basic and diluted earnings (loss) per share (EUR)

Notes

204

24

224

23

2020
52.286
(37.337)
(6.345)
(11.126)
(10.254)
(3.405)
(1.954)
(1.561)
(2.692)
14.949
(363)
3
(366)
14.586
3.584
(98)
3.682
18.170
0,10

Group

2019"
55.619
(40.544)
(11.336)
(10.159)
(9.784)
(3.573)
(1.798)
(1.010)
(2.884)
15.075
(341)
12
(353)
14.734
(2.162)
(1.945)
(217)
12.572
0,07

1) The comparative figures have been restated for changes in accounting policy of revenue from connection fees of new consumers; see Note 26 for

a detailed disclosure of the restatement effects.

The accompanying notes form an integral part of these financial statements.

Back to contents

2020 m.
50.831
(36.674)
(6.345)
(10.934)
(9.905)
(3.405)
(1.953)
(1.483)
(2.649)
14157
(360)

3

(363)
13.797
3.635
(47)
3.682
17432
0,10

Company

Amber
Grid

2019"
55.080
(40.044)
(11.336)
(10.032)
(9.509)
(3.573)
(1.798)
(954)
(2.842)
15.036
(339)
13
(352)
14.697
(2.160)
(1.943)
(217)
12537
007
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CONSOLIDATED AND SEPARATE STATEMENT OF COMPREHENSIVE INCOME

(Al amounts are in EUR ‘000 unless otherwise stated)

Notes
2020

1. Net profit (loss) 18.170
II. Other comprehensive income =

I1.1. Comprehensive income that will be reclassified to subsequently

to profit or loss B

Comprehensive income that will not be reclassified subsequently

to profit or loss =

IIl. Total comprehensive income (loss) 18.170

Group

2019"
12.572

12.572

' The comparative figures have been restated for changes in accounting policy of revenue from connection fees of new consumers; see Note 26 for

a detailed disclosure of the restatement effects.

The accompanying notes form an integral part of these financial statements.

Back to contents

2020
17.432

17432

Company

Grid

2019"
12.537

12.637

Amber 4
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(Al amounts are in EUR ‘000 unless otherwise stated)

Group

Balance at 1January 2019

Effects of change in accounting policy (Note 26)
Restated balance at 1January 2019

Transfer from other reserves

Dividends approved

Total transactions with owners in their capacity as owners
Net profit for the period "

Other comprehensive income

Total comprehensive income for the period !

Balance at 31 December 2019

Transfer from other reserves

Dividends approved

Total transactions with owners in their capacity as owners
Net profit (loss) for the period

Other comprehensive income

Total comprehensive income for the period

Balance at 31 December 2020

' The comparative figures have been restated for changes in accounting policy of revenue from connection fees of new consumers; see Note 26 for

a detailed disclosure of the restatement effects.

The accompanying notes form an integral part of these financial statements.

Back to contents

Share capital

51.731

51.731

51.731

Legal reserve

5.173

5.173

5.173

Other reserves

94.817

94.817
(25.352)

(25.352)

69.465

Retained earnings
(20.478)
(1.928)
(22.407)
25.352
(5.227)

(20.125)
12572

12.572
10.291

18.170

18.170
28.461

Amber
Grid

Total

131.243
(1.928)

129.314

(5.227)

(5.227)
12.572
12572
136.660

18.170

18.170
154.830
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(Al amounts are in EUR ‘000 unless otherwise stated)

Company

Balance at 1January 2019

Effects of change in accounting policy (Note 26)

Restated balance at 1January 2019

Transfer from other reserves

Dividends approved

Total transactions with owners in their capacity as owners
Net profit (loss) for the period”

Other comprehensive income

Total comprehensive income for the period !

Balance at 31 December 2019

Transfer from other reserves

Dividends approved

Total transactions with owners in their capacity as owners
Net profit (loss) for the period

Other comprehensive income

Total comprehensive income for the period

Balance at 31 December 2020

Share capital

51.731

51.731

51.731

Legal reserve

5.173

5.173

5173

I The comparative figures have been restated for changes in accounting policy of revenue from connection fees of new
consumers; see Note 26 for a detailed disclosure of the restatement effects.

The accompanying notes form an integral part of these financial statements.

Back to contents

Other reserves

94.817

94.817
(25.352)

(25.352)

69.465

Retained earnings
(20.125)
(1.928)
(22.053)
25.352
(5.227)
20125
12.537
12.537
10.609

17432

17.432
28.041

Amber
Grid

Total
131.596
(1.928)
129.668
(5.227)
(5.227)
12.537
12.537
136.978

17.432

17.432
154.410
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(Al amounts are in EUR ‘000 unless otherwise stated)

Notes Group Company

2020 2019" 2020 2019

I. Cash flows from operating activities
1. Net profit (loss) 18.170 12.572 17432 12,5317

Adjustments for non-cash items and other corrections:
|.2. Depreciation and amortisation 11126 10.159 10.934 10.032
.3. Loss (profit) on disposal and write-off of property, plant and equipment, doubtful trade receivables and inventories (108) (110) (123) (o)
I.4. Loss on revaluation of property, plant and equipment = = = =
.5. Impairment (reversal of impairment) of property, plant and equipment, financial assets, doubtful trade receivables and inventories (39) 56 (39) 56
1.B. Income tax expenses (benefit) (3.584) 2.160 (3.635) 2160
7. Interest (income) = = = =
1.8. Interest expenses 294 353 291 352
1.9. (Amortisation) of grants (deferred revenue) - (164) - (164)
1.10. Elimination of other non-cash items = 35 = 34
Changes in working capital: 25.859 25.061 24.860 24,897
.11 Decrease (increase) in inventories 294 950 294 950
1.12. (Increase) decrease in trade receivables (2.010) 322 14 243
1.13. (Increase) decrease in other receivables and prepayments 3.685 (1.609) 3.688 (1.455)
.14, (Decrease) increase in trade payables 62 1737 560 (102)
1.15 (Decrease) increase in other payables and current liabilities (11.286) 3.413 (3.952) 3.006
116. (Increase) decrease in other financial assets 9.974 (8.019) 1 51
The accompanying notes form an integral part of these financial statements. (cont'd on the next page)

Back to contents
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(Al amounts are in EUR ‘000 unless otherwise stated)

Notes Group Company

2020 2019" 2020 2019"
1.17. Income tax (paid) (1.906) (639) (1.906) (639)
Total changes in working capital (1.187) 2.155 (1.301) 2.054
Net cash flows from operating activities 24.672 21.216 23.559 26.951

Il. Cash flows from investing activities 24
I1.1. (Acquisition) of property, plant and equipment and intangible assets (86.315) (19.915) (86.136) (19.665)
I1.2. Proceeds on disposal of property, plant and equipment 173 27 173 27
[1.3. Grants received 15.065 6.941 15.065 6.941
I1.4. Loans granted (repayments received) = = - 150
5. Interest received = 5 - 5
Net cash flows (used) in investing activities (7.077) (12.942) (70.898) (12.542)
Il Cash flows from financing activities 24

I11.1. Dividends (paid) (3) (5.228) (3) (5.228)

[11.2. Proceeds from borrowings 60.000 10.000 60.000 10.000

I11.3. (Repayments) of borrowings (13.798) (17.976) (13.618) (17.976)

I11.4. Change in overdraft 1.580 (339) 1.580 (519)

[11.5. Interest (paid) (424) (374) (421) (373)
I11.6. Liabilities settled in relation to right-of-use assets (416) (166) (393) (150)

[11.7. Other cash flows from financing activities - - - -

Net cash flows from (used in) financing activities 46.939 (14.083) 47.145 (14.246)

IV. Net increase (decrease) in cash and cash equivalents 534 191 (194) 163
V. Cash and cash equivalents at the beginning of the year 233 42 197 34
V1. Cash and cash equivalents at the end of the year 767 233 3 197

" The comparative figures have been restated for changes in accounting policy of revenue from connection fees of new consumers; see Note 26 for a detailed disclosure of the restatement effects.The
accompanying notes form an integral part of these financial statements.

Back to contents
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NOTES TO THE CONSOLIDATED AND SEPARATE FINANCIAL STATEMENTS

(Al amounts are in EUR ‘000 unless otherwise stated)
1. GENERAL INFORMATION

Amber Grid AB (hereinafter the “Company’) is a public limited liability com-
pany registered in the Republic of Lithuania.

Its registered office address is as follows:
Savanoriy pr. 28
0316, Vilnius
Lithuania.

Amber Grid AB was registered on 25 June 2013 as a result of unbundling of
natural gas transmission activity (including assets, rights and obligations
attributed thereto) from Lietuvos Dujos AB. The Company has been active-
ly operating since T August 2013. After obtaining a favourable decision from
the Eurapean Commissian, on 10 April 2015 the National Control Commission
for Prices and Energy (the National Energy Regulatory Council (hereinafter
the NERC) as from 1 July 2019) granted to the Company an energy operator
licence No L2-3 (GDP) to engage in natural gas transmission activities for
indefinite term in the territory of Lithuania.

Acting as a natural gas transmission system operator, the Company pro-
vides the following services to the system users, other operators and gas
market participants:

® natural gas transmission in the territory of Lithuania;
® natural gas flow balancing within the transmission system;

® administration of funds intended to compensate the construction
and fixed operating expenses of the liquefied natural gas (LNG) ter-
minal, its infrastructure, connector, and, with effect from 2016, the
reasonable supply costs of the required quantity of liquefied natural
gas incurred by the designated supplier.

The Company’s clients are large companies (operating in the sectors of elec-
tricity, district heating, and industry) and medium-sized local businesses, as
well as natural gas suppliers receiving natural gas transmission services.

All the shares of the Company are ordinary registered shares with the par
value of EUR 0.29 each. As at 31 December 2020 and 2019, all the shares
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had been fully paid. The Company had no its own shares. Since 1 August
2013, the Company's shares have been traded on stock exchange and
have been quoted on the Baltic Secondary List of NASDAQ Vilnius. (ISIN -
LT0000128696, LEI code 097900BGMPO0000GI0GI, ticker AMGIL).

As at 31 December 2020 and 209, the Company's shareholders were as follows:

Number of Ownership
shares held interest, (%)
EPS0-G UAB (company code 172.279.125 96,58
302826889, Gedimino pr. 20, Vilnius
Other shareholders 6.103.389 342
178.382.514 100,00

The rights and duties of the sole shareholder of the holding company EP-
S0-G UAB are exercised by the Ministry of Energy of the Republic of Lithu-
ania. EPSO-G UAB is responsible for management of the share packages of
the Lithuanian electricity and gas transmission system operators.

The Group consists of the parent company Amber Grid AB and its subsidiary
GET Baltic UAB.

Information on subsidiary of Amber Grid AB as at 31 December 2020 and
2019 is presented below:

Subsi-  Registered Interest held
diary office X
address At At Profile of
31De- 31 De- activities
cember  cember
2019 2020
GET Gelezinio 100 % Licensed activi-

Baltic Vilko g. 18A, ties of natural gas
UAB LT- 08104 market operator
Vilnius, - trading natural
Lithuania gas short-term
and long-term
products.

Amber
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As at 31 December 2020 and 2019, the share capital of GET Baltic UAB
amounted to EUR 580,450, and it was divided into 3,055,000 shares
with a par value of EUR 0.19 each.

Information on the investment in the subsidiary is disclosed in Note 6.

In the Company's financial statements for the years ended 31 Decem-
ber 2020 and 2019, the Company's investment in the subsidiary was
stated at cost less impairment.

The consolidated financial statements were prepared with effect from
2019, given an each-year growing materiality of the subsidiary’s financial
data. Non-preparation of the consolidated financial statements would, in
the Company’s opinion, be material when assessing Amber Grid AB group’s
assets, liabilities, results of operations and cash flows, and for the users
when making appropriate economic decisions. The consolidated financial
statements for the year 2019 were prepared in accordance with the provi-
sions of IAS 8 Accounting Policies, Changes in Accounting Estimates and
Errors, i.e. by retrospective presentation of the consolidated comparative
figures for the previous periods and their disclosure in the notes.

As at 31 December 2020, the average number of employees at the
Group was 325 (31 December 2019: 329), and the average number of
employees at the Company was 318 (31 December 2019: 323).

2. SUMMARY OF PRINCIPAL ACCOUNTING POLICIES

The principal accounting palicies applied in the preparation of Compa-
ny's and the Group's financial statements for the year ended 31 Decem-
ber 2020 are set out below:

2.1. Basis of preparation

The Company's and the Groups financial statements for the year ended
31 December 2020 have been prepared in accordance with International
Financial Reporting Standards (IFRS) as adopted by the European Union.

These financial statements have been prepared on a historical cost
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basis, except for property, plant and equipment which is recorded at
revalued amount, less accumulated depreciation and estimated im-
pairment loss.

Amounts in these financial statements are presented in thousands of
euro (EUR), unless otherwise stated.

The financial year of the Company and Group companies coincides
with the calendar year.

The Company’s management approved these financial statements on
29 March 2021. The shareholders of the Company have a statutory right
to approve or not to approve those and request for a preparation of the
new financial statements

The accounting policies applied in preparation of the financial state-
ments are consistent with those of the previous financial year except
as follows:

a) Adoption of new and/or amended IFRS and interpretations of the In-
ternational Financial Reporting Interpretations Committee (IFRIC)

The following IFRSs and amendments thereto were adopted by the
Group and the Company for the first time in the financial year ended
31 December 2020:

1. Amendments to the Conceptual Framework for Financial Reporting
(effective for annual periods beginning on or after 1 January 2020).
The Conceptual Framework for Financial Reporting sets out a compre-
hensive set of concepts for financial reporting, standard setting, and
development of accounting palicies. The revised Conceptual Frame-
work includes a new chapter on measurement; guidance on reporting
financial performance; improved definitions and guidance - in particular
the definition of a liability; and clarifications in important areas, such
as the roles of stewardship, prudence and measurement uncertainty in
financial reporting. Those amendments had no material impact on the
Company’s financial statements.

2. Definition of a business - Amendments to IFRS 3 (effective for acqui-
sitions from the beginning of annual reporting period that starts on or
after 1 January 2020).The amendments revise definition of a business.
A business must have inputs and a substantive process that together
significantly contribute to the ability to create outputs. The new guid-
ance provides a framework to evaluate when an input and a substantive
process are present, including for early stage companies that have not
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generated outputs. An organised workforce should be present as a con-
dition for classification as a business if are no outputs. The definition of
the term ‘outputs’ is narrowed to focus on goods and services provided
to customers, generating investment income and other income, and it
excludes returns in the form of lower costs and other economic benefits.
It is also no longer necessary to assess whether market participants are
capable of replacing missing elements or integrating the acquired ac-
tivities and assets. An entity can apply a ‘concentration test’. The assets
acquired would not represent a business if substantially all of the fair
value of gross assets acquired is concentrated in a single asset (or a
group of similar assets). The amendments to IFRS 3 have no impact on
the Group’s and the Company’s financial statements.

3. Definition of materiality - Amendments to IAS 1and IAS 8 (effective for
annual periods beginning on or after 1 January 2020).The amendments
clarify the definition of material and how it should be applied by includ-
ing in the definition guidance that until now has featured elsewhere in
IFRS. In addition, the explanations accompanying the definition have
been improved. Finally, the amendments ensure that the definition of
material is consistent across all IFRS Standards. Information is materi-
al if omitting, misstating or obscuring it could reasanably be expected
to influence the decisions that the primary users of general-purpose
financial statements make on the basis of those financial statements,
which provide financial information about a specific reporting entity.
The Group and the Company believe the amendments have no material
impact on the financial statements.

4. Interest rate benchmark reform - Amendments to IFRS 9, IAS 39 and
IFRS 7 (issued on 26 September 2019 and effective for annual periods
beginning on or after 1 January 2020).The amendments were triggered
by replacement of benchmark interest rates such as LIBOR and other
inter-bank offered rates (1BORs). The amendments provide temporary
relief from applying specific hedge accounting requirements to hedg-
ing relationships directly affected by the IBOR reform. The Group and
the Company believe the amendments have no material impact on the
financial statements, since the Group and the Company have no hedging
transactions.

5. Covid-19-Related Rent Concessions - Amendments to IFRS 16 (issued
on 28 May 2020 and effective for annual periods beginning on or after 1
January 2020). The amendments provided lessees (but not lessors) with
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relief in the form of an optional exemption from assessing whether a
rent concession related to COVID-19 is a lease modification. Lessees can
elect to account for rent concessions in the same way as they would
if they were not lease modifications. In many cases, this will result in
accounting for the concession as a variable lease payment. The prac-
tical expedient only applies to rent cancessions occurring as a direct
consequence of the COVID-19 pandemic and only if all of the following
conditions are met: the change in lease payments results in revised con-
sideration for the lease that is substantially the same as, or less than,
the consideration for the lease immediately preceding the change; any
reduction in lease payments affects only payments due on or before 30
June 2021; and there is no substantive change to other terms and con-
ditions of the lease. If a lessee chooses to apply the practical expedient
to a lease, it would apply the practical expedient consistently to all lease
contracts with similar characteristics and in similar circumstances. The
amendment is to be applied retrospectively in accordance with IAS 8,
but lessees are not required to restate prior period figures or to provide
the disclosure under paragraph 28(f) of IAS 8. The Group and the Com-
pany believe the amendments have no material impact on the financial
statements, since neither the Group nor the Company are subject to
COVID-19-related rent concessions.

b) Standards, interpretations and amendments that have not been en-
dorsed by the EUR and have not been early adopted by the Group and
the Company

1. IFRS 14, Regulatory Deferral Accounts (effective for annual periods be-
ginning on or after 1 January 2016). IFRS 14 permits first-time adopters to
continue to recognise amounts related to rate regulation in accordance
with their previous GAAP requirements when they adopt IFRS. However, to
enhance comparability with entities that already apply IFRS and do not rec-
ognise such amounts, the standard requires that the effect of rate regula-
tion must be presented separately fram other items. An entity that already
presents IFRS financial statements is not eligible to apply the standard.
The new provisions of the standard are not relevant for the Group and the
Company, since IFRS transition occurred in the previous periods.

2. Sale or Contribution of Assets between an Investor and its Associate
or Joint Venture - Amendments to IFRS 10 and IAS 28 (effective for annu-
al periods beginning on or after a date to be determined by the IASB). These
amendments address an inconsistency between the requirements in IFRS
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10 and those in IAS 28 in dealing with the sale or contribution of assets
between an investor and its associate or joint venture. The main conse-
quence of the amendments is that a full gain or loss is recognised when a
transaction involves a business. A partial gain or loss is recognised when
a transaction involves assets that do not constitute a business, even if
these assets are held by a subsidiary. The Group and the Company believe
the amendments will have no material impact on the financial statements.

3. IFRS 17 Insurance Contracts (effective for annual periods beginning on
or after 1January 2021). IFRS 17 replaces IFRS 4, which has given companies
dispensation to carry on accounting for insurance contracts using existing
practices. As a consequence, it was difficult for investors to compare and
contrast the financial performance of otherwise similar insurance compa-
nies. IFRS 17 is a single principle-based standard to account for all types
of insurance contracts, including reinsurance contracts that an insurer
holds. The standard requires recognition and measurement of groups of
insurance contracts at: (i) a risk-adjusted present value of the future cash
flows (the fulfilment cash flows) that incorporates all of the available in-
formation about the fulfilment cash flows in a way that is consistent with
observable market information; plus (if this value is a liability) or minus (if
this value is an asset) (i) an amount representing the unearned profit in
the group of contracts (the contractual service margin). Insurers will be
recognising the profit from a group of insurance contracts over the period
they provide insurance coverage, and as they are released from risk. If a
group of contracts is or becomes loss-making, an entity will be recognising
the loss immediately. The Group and the Company are currently assessing
the impact of the amendments on the financial statements.

4. Classification of liabilities as current or non-current - Amendments
to IAS 1(effective for annual periods beginning on or after 1January 2022).
These narrow scope amendments clarify that liabilities are classified as
either current or non-current, depending on the rights that exist at the
end of the reporting period. Liabilities are non-current if the entity has a
substantive right, at the end of the reparting period, ta defer settlement for
at least twelve months. The guidance no longer requires such a right to be
unconditional. Management's expectations whether they will subsequently
exercise the right to defer settlement do not affect classification of liabil-
ities. The right to defer only exists if the entity complies with any relevant
conditions as of the end of the reporting period. A liability is classified as
current if a condition is breached at or before the reporting date even if
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a waiver of that condition is obtained from the lender after the end of
the reporting period. Conversely, a loan is classified as non-current if a
loan covenant is breached only after the reporting date. In addition, the
amendments include clarifying the classification requirements for debt a
company might settle by converting it into equity. ‘Settlement’ is defined
as the extinguishment of a liability with cash, other resources embodying
economic benefits or an entity’s own equity instruments. There is an ex-
ception for convertible instruments that might be converted into equity,
but only for those instruments where the conversion option is classified as
an equity instrument as a separate component of a compound financial in-
strument. The Group and the Company are currently assessing the impact
of the amendments on the financial statements.

5. Classification of liabilities as current or non-current, deferral of ef-
fective date - Amendments to IAS 1 (effective for annual periods begin-
ning on or after 1 January 2023). The amendment to IAS 1on classification
of liabilities as current or non-current was issued in January 2020 with an
original effective date 1January 2022. However, in response to the Covid-19
pandemic, the effective date was deferred by one year to provide compa-
nies with more time to implement classification changes resulting from
the amended guidance.

6. Proceeds before intended use, Onerous contracts - cost of fulfilling
a contract, Reference to the Conceptual Framework - narrow scope
amendments to IAS 16, IAS 37 and IFRS 3, and Annual Improvements to
IFRSs 2018-2020 - amendments to IFRS 1, IFRS 9, IFRS 16 and IAS 41
(effective for annual periods beginning on or after 1January 2022).

The amendment to IAS 16 prohibits an entity from deducting from the cost
of an item of PPE any proceeds received from selling items produced while
the entity is preparing the asset for its intended use. The proceeds from
selling such items, together with the costs of producing them, are now
recognised in profit or loss. An entity will use IAS 2 to measure the cost
of those items. Cost will not include depreciation of the asset being tested
because it is not ready for its intended use. The amendment to IAS 16 also
clarifies that an entity is ‘testing whether the asset is functioning properly’
when it assesses the technical and physical performance of the asset. The
financial performance of the asset is not relevant to this assessment. An
asset might therefore be capable of operating as intended by management
and subject to depreciation before it has achieved the level of operating
performance expected by management.
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The amendment to IAS 37 clarifies the meaning of ‘costs to fulfil a contract’.
The amendment explains that the direct cost of fulfilling a contract com-
prises the incremental costs of fulfilling that contract; and an allocation of
other costs that relate directly to fulfilling. The amendment also clarifies
that, before a separate provision for an onerous contract is established,
an entity recognises any impairment loss that has occurred on assets used
in fulfilling the contract, rather than on assets dedicated to that contract.

IFRS 3 was amended to refer to the 2018 Conceptual Framework for Finan-
cial Reporting, in order to determine what constitutes an asset or a liability
in a business cambination. Prior to the amendment, [FRS 3 referred to the
2001 Conceptual Framewark for Financial Reporting. In addition, a new
exception in IFRS 3 was added for liabilities and contingent liabilities. The
exception specifies that, for some types of liabilities and contingent lia-
bilities, an entity applying IFRS 3 should instead refer to IAS 37 or IFRIC 21,
rather than the 2018 Conceptual Framework. Without this new exception,
an entity would have recognised some liabilities in a business combination
that it would not recognise under IAS 37. Therefore, immediately after the
acquisition, the entity would have had to derecognise such liabilities and
recognise a gain that did not depict an ecanomic gain. It was also clarified
that the acquirer should not recognise contingent assets, as defined in IAS
37, at the acquisition date.

The amendment to IFRS 9 addresses which fees should be included in the
10% test for derecognition of financial liabilities. Costs or fees could be
paid to either third parties or the lender. Under the amendment, costs or
fees paid to third parties will not be included in the 10% test.

lllustrative Example 13 that accompanies IFRS 16 was amended to remove
the illustration of payments from the lessor relating to leasehold improve-
ments. The reason for the amendment is to remaove any potential confu-
sion about the treatment of lease incentives.

IFRS T allows an exemption if a subsidiary adopts IFRS at a later date than
its parent. The subsidiary can measure its assets and liabilities at the
carrying amounts that would be included in its parents consolidated fi-
nancial statements, based on the parent’s date of transition to IFRS, if no
adjustments were made for consolidation procedures and for the effects
of the business combination in which the parent acquired the subsidiary.
IFRS Twas amended to allow entities that have taken this IFRS Texemption
to also measure cumulative translation differences using the amounts re-
ported by the parent, based on the parent’s date of transition to IFRS. The
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amendment to IFRS 1 extends the above exemption to cumulative trans-
lation differences, in order to reduce costs for first-time adopters. This
amendment will also apply to associates and joint ventures that have taken
the same IFRS Texemption.

The requirement for entities to exclude cash flows for taxation when mea-
suring fair value under IAS 41 was removed. This amendment is intended
to align with the requirement in the standard to discount cash flows on a
post-tax basis. The Group and the Company are currently assessing the
impact of the amendments on the financial statements.

7. Interest rate benchmark (IBOR) reform - phase 2 amendments to IFRS
9, 1AS 39, IFRS 7, IFRS 4 and IFRS 16 (issued on 27 August 2020 and effec-
tive for annual periods beginning on or after 1 January 2021). The Phase
2 amendments address issues that arise from the implementation of the
reforms, including the replacement of one benchmark with an alternative
one.

The Group and the Company are currently assessing the impact of the
amendments on the financial statements.

2.2. Presentation currency

All amounts in these financial statements have been measured and pre-
sented in the euros (EUR), which is an official currency of the Republic of
Lithuania.

2.3. Consolidation

A subsidiary is an entity directly or indirectly controlled by the Company.
The Company controls an entity when it is exposed, or has rights, to vari-
able returns from its involvement with an investee, and has the ability to
affect those returns through its power over the investee.

The Group's consolidated financial statements cover Amber Grid AB and its
subsidiary. The financial statements of the subsidiary have been prepared
for the same reporting period and using the same accounting palicies con-
sistent with those applied by the parent company.

A subsidiary is consolidated from the date on which effective direct or
indirect control is transferred to the Company. It is de-consolidated from
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the date that control ceases. All intercompany transactions, balances and
unrealised gains and losses on transactions between the Group companies
are eliminated.

2.4. Investments in subsidiaries in the Company’s sepa-
rate financial statements

Investments in subsidiaries are accounted for in the parent company’s
balance sheet at cost less impairment loss, when the carrying amount of
investment reported in the parent company’s balance sheet exceeds the
expected recoverable amount.

2.5. Intangible assets

The Company’s intangible assets are recognised if it is probable that fu-
ture economic benefits associated with the asset will flow to the Company
and the cost of the asset can be measured reliably. Intangible assets are
carried at cost, see Note b.

The useful lives of intangible assets other than those with indefinite useful
lives are 4 to 8 years.

After initial recognition, intangible assets are stated at cost less accumu-
lated amortisation and impairment losses, if any. Goodwill is measured
initially as the positive difference between the acquisition cost and net
assets acquired, and subsequently is measured acquisition cost less ac-
cumulated impairment losses, if any.

Intangible assets are amortised on a straight-line basis over the estimated
useful lives. The useful lives, residual values and amortisation method are
reviewed annually to ensure that they are consistent with the expected
pattern of economic benefits from items of intangible assets. Intangible
assets mainly consist of software, licences and other intangible assets
used in the Company's and the Group's activities.

Special land use conditions (protected areas)

In its financial statements for the year ended 31 December 2020, the Com-
pany recognised as intangible assets a commitment to register and a right
to use the land parcels of third parties on the basis of the special land
use conditions. The special land use conditions mean conditions involving
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certain restrictions or limitations on the activities carried out on the land
parcel, which depend on the geographic location, the principal purpose
of use, the method of use of the land parcel, and on the environmental
and public health needs. The special land use conditions apply for as long
as there is an object, in respect of which the protected areas have been
established, irrespective of the physical condition of such object; or the
special land use conditions may be established when there is an intention
to implement a project. The special land use conditions remain in force for
indefinite period. Since the useful life of the intangible assets is indefinite,
such assets are not amortised. The useful life is not limited because the
special land use conditions are established for the land parcels for indef-
inite period.

A provision for non-current liabilities in relation to the commitment to reg-
ister the special land use conditions (protected areas) has been formed
under IAS 37 (see Nate 3, 16 Provisions).

2.6. Property, plant and equipment

Assets with a useful life longer than one year are classified as property,
plant and equipment.

ltems of property, plant and equipment are stated at revalued amounts,
based on periodic (at least every b years) valuations performed by inde-
pendent valuers, less accumulated depreciation and impairment losses
(Note 6).

Any accumulated depreciation and impairment losses at the date of reval-
uation are eliminated against gross carrying amount of the asset and net
amount is restated to the revalued amount of the assets.

Increases in the carrying amount arising on the first revaluation of prop-
erty, plant and equipment are credited to revaluation reserve directly in
equity and decreases are recagnised in the profit and loss account. De-
creases in the carrying amount arising on the subsequent revaluation of
property, plant and equipment that offset previous increases of the same
asset are charged against revaluation reserve directly in equity, whereas
all other decreases are charged to the profit and loss account. Revaluation
increases in property plant and equipment value that offset previous de-
creases are taken to the profit and loss account. All other increases in the
carrying amount arising on subsequent revaluations of property, plant and
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equipment are credited to revaluation reserve. Each year the difference
between depreciation based on the revalued carrying amount of the as-
set charged to the statement of comprehensive income and depreciation
based on the asset’s ariginal cost is transferred from revaluation reserve
to retained earnings taking into account the effect of deferred income tax.
Upon the sale or write-off of an asset item, any balance related to these
assets is transferred from revaluation reserve to retained earnings.

Interest and other borrowing costs (the bank's administration charges,
etc.) are included in the acquisition cost of property, plant and equipment
if they are directly attributable to the acquisition of a qualifying asset. A
qualifying asset is asset that is developed on the basis of a project with the
value of not less than EUR Tmillion and that necessarily takes no less than
12 months to get ready for its intended use or sale. Borrowing costs that
are attributable to the acquisition of a qualifying asset are capitalised as
part of the cost of that asset. The capitalisation of borrowing costs is start-
ed when costs related to the production or acquisition of the qualifying
asset are incurred (a prepayment is made or a payment for works is made
according to the signed statement on the warks carried out and their re-
spective value) and ended when all the activities necessary for the prepa-
ration of the qualifying asset for its intended use or sale are substantially
complete (a statement on the recognition of the construction as fit for use
is signed). While determining the amount of borrowing costs eligible for the
capitalisation of costs incurred in the acquisition of qualifying assets, the
capitalisation rate is applied.

Property, plant and equipment also includes the minimum quantity of nat-
ural gas contained in the gas pipelines (line pack) which is necessary to
ensure a stable functioning of the transmission system (i.e. necessary to
start the functioning of the transmission system) under the base condi-
tions (pressure of 25 bar is ensured for system users for all exit points).
This part of property, plant and equipment is not depreciated, because the
Company will be able to sell such natural gas at the end of the useful life
of the gas transmission pipeline, and accordingly, the value of such natural
gas represents the residual value of the gas transmission pipeline.

Emergency reserve inventories meeting the criteria of non-current assets
are classified as property, plant and equipment. The carrying amount of in-
ventaries written off during repair, technical maintenance and emergency
liquidation are recorded in the statement of profit or loss or added to the
carrying amount of assets under maintenance.
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Depreciation is calculated on a straight-line basis over the following esti-
mated useful lives:

Land

Buildings 25-60 years
Other structures and engineering networks 18-20 years
Gas pipelines and associated equipment 55-70 years
Plant and machinery 5-25 years
Motor vehicles 7 years
Other PP&E 4-10 years

The useful lives, residual values and depreciation method are reviewed
annually to ensure that they are consistent with the expected pattern of
economic benefits from items of property, plant and equipment.

The Company has land with indefinite useful life, which is not depreciated.

Construction work in progress includes items of property, plant and equip-
ment that are under construction. The cost of such assets includes design-
ing, construction works, equipment intended for assembly and installation,
and other direct costs. Construction work in progress is not depreciated until
the construction of asset is completed and the asset is put into operation.
Prepayments for non-current assets are classified as non-current assets be-
cause they are used in long-term activities and are presented in the balance
sheet under the line item ‘Construction work in progress.

Impairment of property, plant and equipment and intangible assets

At each reporting date, the Group and the Company review the carrying
amounts of their property, plant and equipment and intangible assets to
determine whether there are any indications that those assets have suf-
fered an impairment. If any such indication exist, the recoverable amount
of the asset is estimated in order to determine the extent of the impair-
ment loss (if any).

The recoverable value is the higher of an asset’s fair value less costs to
sell and the value in use. In assessing the value in use, the expected future
cash flows are discounted to their present value using the discount rate
that reflects current market assessments of the time value of money and
the risks specific to the asset for which the estimates of future cash flows
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have not been adjusted.

If the recoverable amount of an asset (or cash-generating unit)is estimat-
ed to be less than its carrying amount, the carrying amount of the asset
(cash-generating unit) is reduced to its recaverable amount. An impair-
ment loss is recognised immediately in profit or loss, unless the relevant
asset is carried at a revalued amount, in which case the impairment loss is
treated as a decrease of revaluation reserve.

Where an impairment loss subsequently reverses, the carrying amount of
the asset (cash-generating unit) is increased to the revised estimate of its
recoverable amount, but so that the increased carrying amount does not
exceed the carrying amount that would have been determined had no im-
pairment loss been recognised for the asset (cash-generating unit) in prior
years A reversal of an impairment loss is recognized immediately in profit
or loss, unless the relevant asset is carried at a revalued amount, in which
case the reversal of the impairment loss is treated as an increase in re-
valuation reserve (without exceeding the amount of previous impairment).

2.7. Financial assets

As from 1 January 2018, for the purposes of applying IFRS 9 Financial In-
struments, the Company classifies its financial assets inta the following 3
new categories:

© financial assets subsequently measured at amortised cost;

® financial assets subsequently measured at fair value through other
comprehensive income;

© financial assets subsequently measured at fair value through profit
or loss.

The classification of financial assets after the initial recognition inta the
categories described above is based on the business model used by the
Company in managing financial assets. The business model applied to
the specific categary of financial assets is determined at a level reflecting
how all categaries of financial assets are jointly managed ta achieve the
Company's specific business objectives. The business madel applied is not
influenced by the intentions of the Company’s management regarding indi-
vidual measures. The Company can apply more than one business model
for managing its financial assets.

The business model applied to financial asset management is based not only
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on the assertion but rather on the facts that can be seen from the activities
the Company is carrying out in pursuit of the business model objectives.

The Group and the Company recognise a financial asset in the statement of
financial position only when they become a party to the contractual provi-
sions of the financial instrument, the purchase or sale of the financial as-
set is recognised or derecognised using the accounting at the trade date.

At initial recognition, the Group and the Company measure the financial
assets at fair value, except for trade receivables that do not include a sig-
nificant component of financing. Initial measurement of financial assets
other than those measured at fair value through profit or loss, includes the
fair value of the instrument and transaction costs directly attributable to
the acquisition of the financial asset.

Transaction costs include all fees and commissions that the Company would
not have paid if it had not entered into a financial instrument contract.

If, at initial recognition, the fair value of the financial asset differs from the
transaction price, the difference is recognised in profit or loss.

Depending on the business model used to manage the category of financial
assets, the accounting for financial assets is as follows:

Financial assets measured at amortised cost

Receivables and loans granted by the Group and the Company are account-
ed for in accordance with a business model designated to hold financial
assets in order to collect the contractual cash flows that may arise from
cash flows related to payment of principal amount and interest.

Loans and receivables are non-derivative financial assets with fixed or
determinable payments that are not quoted in an active market. They are
recognised as current assets, except for the loans and receivables with
maturity term of more than 12 months after the date of the statement of fi-
nancial position, in which case they are recognised as non-current assets.

Loans and receivables are initially recognised at cost (fair value of the amount
receivable) and subsequently amortized cost using the effective interest rate
method. Gains and losses are recognised in the income statement when the as-
sets are derecognised or impaired, as well as through the amortisation process.

Financial assets measured at fair value through profit or loss

The Group and the Company account for financial assets measured at fair
value through prafit or loss using a business model, the goal of which is
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achieved through the collection of contractual cash flows and the sale of
financial assets.

The Group and the Company do nat have financial assets held for trading
that are acquired for the purpose of selling in the near future, and within
such category only classify the financial asset that arises on disposal of a
business or investment and that represents a non-equity contingent con-
sideration.

Effective interest method

The effective interest method is a method of calculating the amortised
cost of a financial asset and of allocating the interest income in the in-
come statement over the relevant period.

The effective interest rate is the rate that exactly discounts estimated
future cash payments or receipts through the expected life of the finan-
cial instrument to the gross carrying amount of the financial asset that
represents the amortised cost of the financial asset before adjustment
for any loss allowances. When calculating the effective interest rate, the
Company estimates the expected cash flows considering all contractual
terms of the financial instrument contract (for example, prepayment,
extension, call and similar options), but does not consider future credit
losses. The calculation includes all fees and points paid or received be-
tween parties to the contract that are an integral part of the effective
interest rate, transaction costs, and all other premiums or discounts.
When calculating the effective interest rate, there is a presumption that
the cash flows and the expected life of a group of similar financial in-
struments can be estimated reliably. When it is not possible to estimate
reliably the cash flows or the expected life of a financial instrument (or
group of financial instruments), the Company uses the contractual cash
flows over the full contractual term of the financial instrument (or group
of financial instruments).

Expected credit losses

Credit losses incurred by the Company are calculated as the difference
between the total amount of contractual cash flows that are due to the
Company under the contract and the total amount of cash flows that the
Company expects to receive (i.e. the total cash shortfall) discounted at the
original effective interest rate. The Company calculates cash flows based
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on all contractual terms of the financial instrument over the expected life
of that financial instrument, including cash flows from available collateral
or other credit enhancement that is inherent in the terms of the contract.

Expected credit losses represent the weighted average credit loss rate
based on the relevant default risk (probability).

Lifetime expected credit losses are the expected credit losses that result
from all possible default events over the period from the initial recognition
of the financial asset to the later date of subsequent settlement and ulti-
mate write-off of the financial asset.

The Company seeks to recognise the expected credit losses for the period
before the financial instrument becomes past due. Normally, credit risk
increases significantly before a financial instrument becomes past due or
other delay factors are observed from the debtor (such as restructuring,
bankruptcy, other economic difficulties of a client, etc.). Therefore, if there
is a considerable amount of cost or effort to abtain reasonable and reli-
able information that is more forward-looking than past due payments, it
should be based on the assessment of credit risk changes.

Expected credit losses are recognised based on individually or collective-
ly assessed credit risk of loans and trade receivables, the assessment of
which is based on all reasonable and supportable information, including
forward-looking information.

Lifetime expected credit losses of trade receivables are assessed individ-
ually. The Company’s management makes decision on individual assess-
ment based on the availability of information about the credit history of a
particular debtor, the financial condition at the assessment date, including
forward-looking information that would allow timely identification of a sig-
nificant increase in credit risk of a particular debtor, thereby enabling a
decision to be taken on recognition of lifetime expected credit losses in
respect of a particular debtor.

Lifetime expected credit losses for trade receivables are recognised at the
time of recognition of receivables.

At the time of issuing a loan, the Company assesses and accounts for
12-month expected credit losses. In subsequent reporting periads, in the
absence of a significant increase in the credit risk associated with the
borrower, the Company adjusts the balance of 12-manth expected credit
losses based on the amount of the loan outstanding at the assessment
date. If it is determined that the borrower's financial situation has signifi-
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cantly deteriorated compared to the situation at the time of issuing the
loan, the Company accounts for all lifetime expected credit losses. The
latest moment for the Company to recognise all lifetime expected credit
losses in respect of the issued loan is identified when the debtor is late
with the payment of instalments or full amount of debt by more than 30
days. If there is other evidence, the Company accounts for all lifetime
expected credit losses in respect of the issued loan, without taking into
account the assumed delay of payments by more than 30 days. Loans that
are subject to lifetime expected credit losses are considered as credit-im-
paired financial assets.

Credit-impaired financial assets

Financial asset is considered as credit-impaired as a result of one or more
events that adversely affect the estimated future cash flows of that finan-
cial asset. Evidence of credit-impaired financial asset is based on obser-
vations of data on the following events:

(a) significant financial difficulties for the debtor;
(b) breach of contract, such as late payment of instalments or full
amount of debt;

(c)a discount granted to the debtor which the lender would not other-
wise have granted for economic or contractual reasons related to the
debtor’s financial difficulties;

(d)increased likelihood of bankruptcy or other financial reorganisation
of the debtor;

(e) active market no longer exists for financial assets as a result of
financial difficulties;

(f) financial assets are purchased or granted at a significant discount,
thereby showing credit losses incurred.

Impairment of financial assets due to credit risk may be determined by
several events that may occur simultaneously or sequentially during the
life of the financial asset contract.

Lifetime expected credit losses for loans receivable and trade receivables
are accounted for through profit or loss using the contra account for
doubtful receivables.

Loans receivable and trade receivables are written off when the Company
loses the right to the contractual cash flows from the financial assets.
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Derecognition of financial assets
A financial asset is derecognised by the Company when:
® the rights ta receive cash flows from the asset have expired;

® the rights to receive cash flows are retained, but there is an obli-
gation to pay the full amount to a third party under a ‘pass-through’
agreement in a short period of time; or

® the Company has transferred its rights to receive cash flows from
the asset and either (a) has transferred substantially all the risks and
rewards of the asset, or (b) has neither transferred nor retained sub-
stantially all the risks and rewards of the asset, but has transferred
control of the asset:

- if the Company fails to retain control of the financial asset, such
asset is derecognised by the Company, whereas all the estab-
lished or retained rights and obligations established or retained
at the time of transfer are recognised separately as assets or
liabilities.

- if the Company retains control of the financial asset, it contin-
ues recognising it for as long as it retains control of the financial
asset.

When assessing whether the Company has retained control of the asset
transferred , consideration is given to the capacity of the recipient to sell
the asset. If the recipient has in practice the capacity to sell all assets to
an unrelated third party unilaterally, and such disposal is not subject to any
additional restrictions, it is considered that the Company has not retained
the control. In all other cases, the Company retains the control.

Trade payables and other financial liabilities, borrowings

FINANCIAL LIABILITIES, BORROWINGS

Financial liabilities, including borrowings, are recognised initially at fair
value, less transaction costs.

Subsequently, financial liabilities are carried at amortised cost using the
effective interest rate method. Interest expense is recognised using the
effective interest rate method.

If a financing agreement concluded before the date of the statement of
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financial position proves that the liability was non-current as of the date
of the statement of financial position, such financial liability is classified
as non-current.

Trade payables

Trade payables represent commitments to pay for goods and services ac-
quired from suppliers in the ordinary course of business.

Trade payables are classified as current liabilities if the term of their
settlement is no longer than one year; otherwise they are included in
non-current liabilities.

Derecognition of financial liabilities

A financial liability is derecognised when the obligation under the liability
is discharged or cancelled or expires. When an existing financial liability is
replaced by another from the same lender on substantially different terms,
or the terms of an existing liability are substantially modified, such an ex-
change or modification is treated as a derecognition of the original liability
and the recognition of a new liability, and the difference in the respective
carrying amounts is recognised in profit or loss.

2.8. Inventories

Inventories consist of spare parts, consumables, and natural gas con-
tained in the gas pipelines used in the activities and for provision of
services. Inventories also include waste or metal scrap which is fit for
use and was retrieved from written off items of property, plant and
equipment.

Inventories are initially recorded at cost. Subsequent to initial recognition,
inventories are stated at the lower of cost and net realisable value.

The cost of inventories includes acquisition price and related taxes that
are not subsequently recovered from tax administration authorities and
costs assaciated with bringing inventory into their current condition and
location. Other costs are included in the cost of inventories to the extent
they are related to bringing inventory into their current condition and loca-
tion. The cost of inventories is determined net of trade discounts.

The cost of inventaries, except for natural gas, is determined using the first-
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in, first-out (FIFO) method, according to which write-offs are firstly carried
out in respect of the same type of inventories that were acquired first.

The cost of inventories which consist of natural gas contained in the gas
pipelines is determined using the weighted average costing method. The
cost of one unit of energy of natural gas (kWh) is determined by applying
the weighted average costing method using the following formula:

the cost of one energy unit of natural gas (kWh) = (opening balance of
natural gas (quantity * price) + purchases of natural gas over the period
(quantity * price)) / opening balance of natural gas + purchases of natural
gas over the period).

On the basis of the price of natural gas calculated as stated above, the bal-

ances of natural gas contained in the gas pipelines and the cost of natural
gas consumed are estimated.

2.9. Cash and cash equivalents

Cash includes cash at banks. Cash equivalents are short-term, highly liquid
investments that are readily convertible to known amounts of cash with
original maturities of three months or less and that are subject to an insig-
nificant risk of change in value.

If there are indications that cash and cash equivalents may not be recover-
able, an assessment for impairment is carried out. Impairment is recorded
in the statement of profit or loss within operating expenses for the period
during which it occurred.

2.10. Grants

Grants represent financial and material support provided by the govern-
ment and the European Union for the specific purpose. Gratuitous assets
are also classified as grants.

Grants are recognised when the Company complies with all conditions at-
tached to the grants, as set out in the respective grant agreement, and
when there is a reasonable assurance that the grant will be received.

Grants may be of two types:
@ grants related to assets;

® grants related to income.
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Government grants or grants received from the EU in a form of non-cur-
rent assets or intended for purchase of non-current assets are considered
as grants related to assets.

As from 2017, the Company and the Group introduced changes in their
accounting policies for grants. Before 2017, grants for non-current as-
sets were recognised as deferred revenue in the statement of financial
position, whereas starting from 2017, grants are recognised by deducting
them from the asset's carrying amount. For the purpose of the statement
of profit or loss and other comprehensive income, grants are recognised
over the useful life of the related asset as a deduction from depreciation
expenses.

Accumulated grants receivable are classified as other amounts receivable
when, according ta the agreement, the European Commission undertakes
a commitment to fund strategic projects and there is strang evidence that
the funding will be received.

Grants received as a compensation for the expenses or unearned in-
come in the current or previous reporting periods, also all grants other
than grants related to assets, are considered as grants related to income.
Income-related grants are recognised as utilised to the extent of the ex-
penses incurred during the reporting period or unearned income to be
compensated by that grant.

For the purpose of the statement of profit or loss, income-related
grants are recognised when related costs are incurred, for which the
grant was intended to compensate, by adding them to other income.
If no connection can be established between the grants and incurred
costs or deferred expenses, they are recognised as income during the
period they are received or when the Company complies with all the
conditions attached to grants, as established in the respective grant
agreement, and there is a reasonable assurance that the grant will be
received.

2.11. Lease liabilities

Initial measurement of the lease liability

The lease liability is initially measured at the present value of the lease
payments that are not paid at the commencement date.
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The lease payments are discounted using the incremental borrowing rate.
The incremental borrowing rate is determined as the rate at which the
Company would be able to borrow funds for the purpose of acquiring cer-
tain assets for a respective period.

At the commencement date, the lease payments included in the measure-
ment of lease liability comprise the following payments:

o fixed payments, less any lease incentives receivable;
® variable lease payments that depend on an index or a rate;

@ amounts expected to be payable by the Company under residual val-
ue guarantees;

® the exercise price of a purchase aption if the Company is reasonably
certain to exercise that option;

® payments of penalties for terminating the lease, if the lease term
reflects the Company exercising an option to terminate the lease

Subsequent measurement of the lease liabilit
Subsequent to initial recagnition, the Company recagnises a change in the
value of the lease liability by:

® increasing the carrying amount ta reflect interest on the lease liability;
® reducing the carrying amount to reflect the lease payments made; and

® remeasuring the carrying amount to reflect any lease modifications
or revised lease payments

Interest on the lease liability in each period during the lease term is the
amount that produces a constant periodic rate of interest on the remain-
ing balance of the lease liability. The periodic rate of interest is the dis-
count rate, or if applicable the revised discount rate.

Reassessment of the lease liability

After the commencement date, the Company remeasures the lease liability
to reflect changes to the lease payments. The Company recognises the
amount of the remeasurement of the lease liability as an adjustment to
the right-of-use asset. If the carrying amount of the right-of-use asset is
reduced to zero and there is a further reduction in the measurement of
the lease liability, the Company recognises any remaining amount of the
remeasurement in profit or loss.
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Revised discount rate

The Company remeasures the lease liability by discounting the revised
lease payments using a revised discount rate, if there is a change in the
lease term. The Company determines the revised lease payments on the
basis of the revised lease term ar, when there is a change in the assess-
ment of an option to purchase the underlying asset, the Company assesses
the revised lease payments considering the events and circumstances in
the context of a purchase option.

If there is a change in the lease term or in the assessment of an option
to purchase the underlying asset, the Company determines the revised
discount rate as the lessee’s incremental barrowing rate at the date of
reassessment.

Unchanged discount rate
The Company determines the revised lease payments for the remaining
lease term based on the revised contractual payments.

When discounting the revised lease payments, the Company uses an un-
changed discount rate, unless the change in lease payments results from a
change in variable interest rates. In that case, the Company uses a revised
discount rate that reflects changes in the interest rate.

Lease modifications
The Company accounts for a lease modification as a separate lease if both:

the modification increases the scope of the lease by adding the right to
use one or more underlying assets; and

the consideration for the lease increases by an amount commensurate
with the stand-alone price for the increase in scope and any appropriate
adjustments to that stand-alone price to reflect the circumstances of the
particular contract.

For a lease modification that is not accounted for as a separate lease, at
the effective date of the lease madification the Company:

® allocates the consideration in the modified contract;
® determines the lease term of the modified lease; and

® remeasures the lease liability by discounting the revised lease pay-
ments using a revised discount rate.
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For a lease modification that is not accounted for as a separate lease, the
Company accounts for the remeasurement of the lease liability by:

@ decreasing the carrying amount of the right-of-use asset to reflect the
partial or full termination of the lease for lease modifications that de-
crease the scope of the lease. The Company recognises in profit or loss
any gain or loss relating to the partial or full termination of the lease;

® making a corresponding adjustment to the right-of-use asset for all
other lease modifications.

The Company presents its lease liabilities separately from other liabilities
in the statement of financial position. Interest expense on the lease lia-
bility is presented separately from the depreciation charge for the right-
of-use assets. The interest expense on the lease liability is a component
of finance costs recognised in the statement of comprehensive income.

2.12. Long-term employee benefits

(a) Social security contributions

The Company and the Group pay social security contributions to the
State Social Security Fund (the Fund) on behalf of its employees based
on the defined contribution plan in accordance with the local legal re-
quirements. The defined contribution is a plan under which the Group
pays fixed contributions into the Fund and will have no legal or con-
structive obligations to pay further contributions if the Fund does not
hold sufficient assets to pay all employees benefits relating to employee
service in the current and prior period. Social security contributions
are recognised as expenses on an accrual basis and included in payroll
expenses.

{b) Bonus plans

The Company and the Group recognise a liability and an expense for bo-
nuses where contractually obliged or where there is a past practice that
has created a constructive obligation.

(c) Pension benefits to employees of retirement age

Each employee of retirement age who terminates his/her employment
with the Group and the Company upon retirement is entitled to receive
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a payment equal to 2 monthly salaries as stipulated in the Lithuanian
laws. A liability for such payments is recognised in the balance sheet
and it reflects the present value of these payments at the date of the fi-
nancial statements. The non-current liability for payments to employees
at the date of the financial statements is estimated with reference to
actuary valuations using the projected relative unit method. The present
value of the defined non-current liability for payments to employees is
determined by discounting the estimated future cash flows using the
effective interest rates as set for government debentures denominated
in a currency in which payments to employees are expected to be made
and with maturity similar to that of the related liability.

2.13. Provisions

Provisions are recognised when the Company has a legal obligation or
irrevocable commitment, it is probable that an outflow of resources em-
bodying economic benefits will be required to settle the obligation, and a
reliable estimate can be made of the amount of the obligation.

The amount recognised as a provision is the estimate of the expenditure
required to settle the obligation (the expected value). Where the effect
of the time value of money is material, the amount of a provision is dis-
counted using a pre-tax effective interest rate that, if necessary, reflects
the risks specific to the liability. Where discounting is used, the carrying
amount of a provision increases in each period to reflect the passage of
time. This increase is recognised as borrowing cost.

Provisions are reviewed at the end of each reporting period and adjusted
to reflect the changes in circumstances.

If the amount of the provision is discounted, the amount reversed at each
reporting period is equal to the discounting effect (interest expenses). If
circumstance change and the pravision is no longer necessary, the provi-
sion is reversed in the statement of profit or loss and other comprehensive
income through the expense line item where it has been recorded initially
at the time of establishment.

Provisions are classified as non-current liabilities, if the Group company’s
management expects to settle them after twelve months from the date of
the statement of financial position, and as current liabilities, if the Group’s
and Company’s management expects to settle them within twelve months
from the date of the statement of financial position.
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2.14. Income tax

Income tax expense for the period comprises current and deferred income tax.
Current income tax

Current income tax charges are calculated on current profit before tax,
as adjusted for certain non-deductible expenses/nan-taxable income. In-
come tax is calculated using the tax rate effective as at the date of issue
of the financial statements. Income tax rate of 15% was used in 2020 and
2019. Current year income tax may be reduced by tax losses carried for-
ward. Tax losses can be carried forward for indefinite period, except for
the losses incurred as a result of disposal of securities and/or derivative
financial instruments. Such carrying forward is disrupted if the Company
discontinues its activities due to which these losses were incurred, except
when the Company discontinues its activities due to the reasons that are
beyond the Company's control. The losses from disposal of securities and/
or derivative financial instruments can be carried forward for 5 years and
only be used to reduce the taxable income earned from the transactions of
the same nature. Tax losses carried forward can be utilised to reduce the
taxable income earned during the reporting year by maximum of 70%. In
addition, the Company can take over tax losses from the Group companies,
provided it meets the requirements laid down in the Law on Corporate In-
come Tax.

Deferred income tax

Deferred taxes are calculated using the balance sheet liability method. De-
ferred taxes reflect the net tax effects of temparary differences between
the carrying amounts of assets and liabilities for financial reporting pur-
poses and the amounts used for income tax purposes. Deferred income
tax liability is recognised for all temporary differences that will increase
taxable profit in the future, and deferred tax asset is recognised only to
the extent it is likely to reduce the taxable income in the future. Deferred
income tax is not accounted for if it arises from initial recognition of an
asset or liability in a transaction other than a business combination that at
the time of the transaction affects neither accounting, nor taxable profit
or loss.

The Company’s deferred tax asset calculation base includes the following:
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@ impairment of non-current assets;

© revaluation (impairment) of non-current assets;

@ write-down allowance for inventories;

@ impairment of amounts receivable;

® long-term employee benefits;

® vacation accruals;

® other accruals;

@ income tax relief not utilised on investment projects;

@ unutilised tax losses that can be utilised by the Company in the future;

® other.

The Group’s deferred income tax liabilities typically include the following:

© revaluation (increase in value) of non-current assets;

o differences in depreciation rates of non-current assets;

® interest capitalisation effects;

® other.
Deferred tax assets are reviewed at each financial reporting date, and if
it is not probable that the Group and the Company will generate sufficient
taxable profit to realize these assets, they are reduced to an amount which
is likely to reduce the taxable profit in future. Deferred income tax assets
and liabilities are estimated using the tax rate that has been applied when
calculating income tax for the year when the related temporary differences
are to be realised or settled.
Deferred tax assets and liabilities are offset only where they relate to income
tax assessed by the same fiscal authority or where there is a legally enforceable
right to offset current tax assets and current tax liabilities.

Current and deferred income tax for the reporting period

Current income tax and deferred income tax are recognised as income
or expenses and included in net profit or loss for the reporting period,
except for the cases when tax arises from a transaction or event that is
recognized directly in equity or in other comprehensive income, in which
case taxes are also recorded in equity and other comprehensive income
respectively.
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2.15. Revenue recognition

Revenue is recognised at the moment of transfer/rendering of services to
the client at such value that reflects the consideration to be received by the
Company in return for the services rendered. There are no complex services
that would stand out, nor are there any discounts or incentives applied to the
contractual price. Revenue is recognised on an accrual basis, i.e. when earned,
when the contractual abligation is settled.

The Company’s revenue includes as follows:
® revenue from natural gas transmission and related services;
® revenue fram administration of the LNG terminal;
® other income;
® finance income.

Revenue from system users for natural gas transmission services is rec-
ognised on a monthly basis with reference to the presented data on the
natural gas quantities distributed to the system users connected to the
distribution system, and based on the statements of transmitted natu-
ral gas that were signed with the system users directly connected to the
transmission system.

Revenue from balancing of natural gas transmission system and from disbal-
ance charges is related to management of gas flows in order to ensure opera-
tion of the natural gas transmission system in line with an acceptable pressure
range.

Revenue from technological balancing of natural gas is related to changes in
inventaries of natural gas contained in the pipelines. Praceeds from sale of
such inventaries to a buyer are recorded as revenue when the ownership of
gas is passed on to the buyer.

Based on the provisions of Article 5(2) of the Republic of Lithuania Law
on Liquefied Natural Gas Terminal, the Company carries out the function
of administration of the LNG terminal funds. The administration of the
LNG terminal funds is performed in accardance with the Description of
the procedure for the administration of funds intended to compensate
for the construction and fixed operating expenses of the liquefied natu-
ral gas terminal, its infrastructure and connector, including subsequent
amendments and supplements thereto (the title was changed on 18 De-
cember 2015 under the Commission's Resalution No 03-653 of 17 Decem-
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ber 2015), as approved by the Commission's Resolution No 03-294 of 9
October 2012. The Company collects and administrates the LNG terminal
funds and acts as an intermediary on behalf of the State, and such activ-
ities do not generate any revenue/profit for the Company in the ordinary
course of business. The LNG terminal funds, which are collected from the
payers of the LNG terminal funds, are transferred to the recipients of the
LNG terminal funds: the LNG terminal operator, the designated supplier,
and Amber Grid AB. The share of the LNG terminal funds intended solely
to cover the administration expenses of the LNG terminal funds is con-
sidered as the Company's revenue (Note 17).

The amount of administration of the LNG terminal funds is calculated
as the amount of costs that are expected to be incurred, by taking into
account the actual costs incurred in the previous periods, and such
amount is specified in the NERC's certificate. The LNG terminal funds
are not treated as the Company’s revenue/expenses, but they are rather
accounted for as other receivables/other payables and other financial
assets.

Other income

Gain from disposal of property, plant and equipment, lease income, income
from default charges and fines collected from the contractors as a result
of late fulfilment of work, are recognised by the Company as other income.
At the Group level, other income includes the subsidiary's revenue from
operations as a natural gas exchange operator.

The amounts collected by the exchange operator for the services provided in
the course of trading are recognised as revenue of the exchange operator,
based on the following service fees agreed with the NERC:

® Initial registration fee: a one-off fee payable upon becoming an ex-
change participant ;

® Annual membership fee: a fixed membership fee payable annually by
an exchange participant; The annual membership fee is payable for
the calendar year (adjusted in proportion to the remaining number of
days in a year in case the market participant joins the exchange at
some paint of time in the course of a year);

© floating trading fee - a fee estimated as EUR per 1 MWh, which is
payable by a participant who is a party to the transaction for the
quantity of natural gas purchased and/or sold on the exchange.

Back to contents

Connection fees on connection of new consumers and producers to the
gas transmission network

The connection “service” is considered as a companent of one performance
obligation together with the future gas transmission services, as defined in
IFRS 15 Revenue from Contracts with Customers, because the pricing of the
connection fee is directly linked to the pricing of the transmission services.
Therefore revenue (including the compensation for the connection to the grid)
are recagnised in profit or loss over time during the useful life (or lives) of the
connection assets constructed / built by Company and compensated by a con-
sumer.

Accounting for the connection fees on connection of new producers is based
on the accounting policies for grants (IAS 20 Accounting for Government Grants
and Disclosure of Government Assistance), and the acquisition cost of the as-
sets is reduced by the amount of the connection fee.

Relocation (reconstruction) of infrastructure facilities owned under the
title by the Company upon a customer’s request

Upon a customer's request, the Company carries out relocation or reconstruc-
tion of infrastructure facilities and incurs related expenses. Such relocation
work does not give rise to any economic benefits for the Company, and all ex-
penses related to such work are compensated in full by a customer through
acquisition of energy facility relocation service from the Company.

Based on IFRS and the Company’s accounting policies, there are two approach-
es for recognition of such transactions by the Company:

1. When relocation of assets involves substantial improvement of assets. Un-
der IAS 16 Property, Plant and Equipment, the relocation expenses incurred
by the Company are added to the acquisition cost of the related assets. Ac-
counting for the compensation (i.e. relocation fee) due from a customer is
based on the accounting policies for grants (IAS 20 Government Grants and
Disclasure of Government) and the acquisition cost of the assets is reduced
by the amount of the relocation fee. Since all relocation costs are compen-
sated in full for the Company by a customer, such transaction results in a
zero impact on the Company’s profit or loss, i.e. the Company neither incurs
additional expenses nor earns additional revenue from such transaction.

2. When relocation of assets does not involve substantial improvement of
assets. Under IFRS 15 Revenue from Contracts with Customers, the Company

earns revenue from relocation service (i.e. revenue is recognised at the time

Amber
Grid

of rendering the service) and incurs relocation service expenses (i.e. all costs
incurred on relocation of assets are recognised as expenses in the same period
as revenue from relocation service). Since all relocation costs are covered in
full for the Company by a customer, such transaction results in a zera impact
on the Company’s profit or loss, i.e. revenue earned by the Company equals
expenses incurred by the Company.

Finance income

Finance income represents income earned by the Company from financing ac-
tivities, such as foreign exchange gain, interest income on deposits, proceeds
from fines and late payment interest, interest receivable on loans granted to
buyers, gain on disposal of investments, and gain from change in fair value of
investments.

2.16. Foreign currencies

Fareign currency transactions are accounted for at the official exchange
rates prevailing at the date of the transactions. Gains and losses result-
ing from the settlement of such transactions and from the translation of
monetary assets and liabilities denominated in foreign currencies on the
balance sheet date are recognised in the income statement. Such balanc-
es are translated at the period-end exchange rates.

2.17. Fair value measurement

Fair value is the price that would be received to sell an asset or paid to
transfer a liability in an orderly transaction between market participants at
the measurement date. The Company uses valuation techniques that are
appropriate in the circumstances and for which sufficient data is available
to measure fair value, maximising the use of relevant observable inputs
and minimising the use of unobservable inputs.

All assets and liabilities for which fair value is measured or disclosed in the
financial statements are categorised within the fair value measurement hier-
archy described below. The fair value measurement hierarchy is based on the
lowest level input that is significant to the fair value measurement as a whole:

Level 1— Quoted (unadjusted) market prices in active markets for identical
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assets or liabilities.

Level 2 — Valuation techniques for which the lowest level input that is sig-
nificant to the fair value measurement is directly or indirectly observable.

Level 3 — Valuation techniques for which the lowest level input that is sig-
nificant to the fair value measurement is unobservable.

The Group's and the Company’s financial assets not measured at fair value
include cash and cash equivalents, trade and other receivables, trade and
other payables, and loans granted and borrowings.

The fair value is defined as the price at which on a valuation date an asset
would be sold, under proper transaction, between market participants. The
fair value of a financial asset is not less than the amount discounted from
the first day when its payment becomes due.

As at 31 December 2020 and 2019, the carrying amount of the financial
assets approximated their fair value.

2.18. Contingencies

Contingent liabilities are not recognised, but are disclosed in the financial
statements unless the passibility of an outflow of resources embodying
economic benefits is remate.

A contingent asset is not recognised in the financial statements but dis-
closed when an inflow or economic benefits is probable.

2.19. Events after the end of the financial year

Events after the end of the financial year that provide additional informa-
tion about the Company’s position at the date of the statement of finan-
cial position (adjusting events) are reflected in the financial statements.
Events after the end of the financial year that are not adjusting events are
disclosed in the notes when material.

2.20. Inter-company offsetting

When preparing the financial statements, assets and liabilities, as well as
revenue and expenses are not offset, except for those cases where a cer-
tain standard specifically permits or requires such offsetting.
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3. ACCOUNTING ESTIMATES AND ASSUMPTIONS

The preparation of financial statements in conformity with International
Financial Reporting Standards requires management to make estimates
and assumptions that affect the reported amounts of assets, liabilities,
income and expenses and disclosure of contingencies. The significant ar-
eas of estimation used in the preparation of these financial statements
relate to measurement of depreciation and impairment of property, plant
and equipment (Notes 2.6 and 5) and deferred income tax assets (Notes
2.13 and 20). Future events may occur which may cause the assumptions
used in arriving at the estimates to change. The effect of any changes in
estimates will be recorded in the financial statements, when determinable.

3.1. COVID-19 impact on key accounting estimates,
assumptions and estimation uncertainties

Below is a summary of key areas considered by the Company during the
assessment of COVID-19 impact:

Due to the threat of spread of the coronavirus (COVID-19), the Group and
the Company reviewed and implemented the following business continuity
and preventive measures: appointed employees responsible for monitor-
ing and reporting the situation to the Company’s management; identified
business units and employees undertaking the critical functions and ad-
ministrating the main systems; implemented additional organisational
measures at the system operation centre; planned technical and substi-
tution measures in case of spread of the virus. The Company continuous-
ly reviews its emergency management plan, and carries out preparatory
works for ensuring continuity of the critical functions.

The quantities of transported gas increased during a 12-month period in
2020 compared to the same period in 2019, and accordingly, no decline in
revenue was identified due to the impact of COVID-19. In the opinion of the
Company, other factors (temperature fluctuations, market prices of nat-
ural gas) have a more significant impact on the demand for ordered ser-
vices than the restrictions imposed as a result of a quarantine situation.

Given a volatile nature of the outbreak and the resulting uncertainties, the
impact of factors related to COVID-19 pandemic on the Company’s perfor-
mance and results of operations was assessed and updated on a continu-
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ous basis. The Company’s management assessed the potential disruptions
in cash flows, rendering of requlated services, availability of funding, also
the impact on the demand for services, risk of infection of employees ful-
filling critical functions and risk of late fulfilment of projects, based on the
analysis of information available as at the date of issue of the financial
statements about the COVID-19-related threats in the future, and did not
identify any material circumstances that might cast doubt upon the Com-
pany’'s ability to continue as a going concern. It is practically impossible
to assess reasonably the assumptions used in the scenario of long-term
negative impact as at the date of issue of the financial statements.

Net book amount and useful life: property, plant and equipment and
intangible assets

The management reviewed the useful lives of non-current assets to make
sure they reflect the expected nature and purpose of use of those assets,
in view of potential COVID-19 impact on those assets. Such review was
based on the expected econamic events and circumstances that might po-
tentially lead to COVID-19 pandemic in the future. As a result of the review,
the management did not identify any material disruptions in the usage of
property, plant and equipment neither in the short-term nor in the long-
term perspective.

Given the fact that no negative impact of COVID-19 has been identified
on the results of operations and cash flows, the Company's management
believes there are no indications of impairment of property, plant and
equipment. Even an adverse change in the results of operations or cash
flows in a short term would not cause negative impact on the cash flows
and impairment of PP&E in a long-term perspective due to the requlatory
mechanism in place.

Expected credit losses: financial assets

When determining the expected credit losses resulting from COVID-19 im-
pact, the Company’s management took into account the past events, the
present and future ecanomic conditions that were known as at the date of
issue of the financial statements.

Monitoring of the Company’s key customers has not resulted in identifica-
tion of any material negative impact of COVID-19.

The Company projects no liquidity or credit risk issues. The Company’s key
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customers are large companies, which are often regulated and/or includ-
ed into the list of risk-free companies. Due to the specific nature of the
Company’s customers, the expected credit losses on amounts receivable
are assessed individually with reference to the probability of default by
customers. The Company assessed the current and expected ecanomic
condition of its key customers, did not identify any significant variances,
and the settlements were performed in an ordinary manner. The expected
credit losses remained at a similar level as in 2019. The Company plans
to update its risk assessments regularly, upon changes in an economic
environment, and takes measures to strengthen control over payments.

In the opinion of the Company, the outbreak of COVID will have no material
impact on the Company’s results of operations and cash flows in a short-
term perspective. In a long-term perspective, doubtful debt expenses re-
sulting from COVID-19 (if any) will be refunded to the Company (through a
regulatory mechanism) and will be compensated during the later requlato-
ry periods for determining the prices of requlated services.

Determining the fair value and recoverable amount of property, plant
and equipment: property, plant and equipment

The management reviewed the key assumptions used in determining the
fair value and recoverable amount of property, plant and equipment and did
not identify any circumstances that as result of COVID-19 would require to
make significant adjustments to the management's forecasts for the period
2021-2025, and to the discount rate compared to the rates that were used for
the purpose of the annual financial statements for 2020. In addition, in view
of the relevant information and long-term forecasts, no significant change
is expected in the rate of return on investment, nori s any significant change
expected due to COVID-19 in the regulatory environment and the scope of
services rendered. The management did not identify any circumstances
related to COVID-19 pandemic that might result in material change in the
property, plant and equipment measured at revalued amount.

3.2 Analysis of the need for revaluation of property, plant
and equipment and impairment as at 31 December 2020

The Company accounts for praperty, plant and equipment pertaining to the
operating segment of the transmission services at revalued amount. The
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Company assesses at least annually whether there is any indication that
the value of property, plant and equipment might differ significantly from
its fair value. If such indication exists, the Company carries out an impair-
ment test and revaluation. As at 31 December 2020, no significant changes
were identified in the operating segment of transmission services, and
accordingly, no revaluation was carried out and reported (Note 5).

3.3. Provisions for easement and special land use
conditions (protected areas)

In the financial statements for the period ended 31 December 2020, a pro-
vision was established for non-current liabilities in relation ta the commit-
ment to register the special land use conditions (protected areas). On 6 June
2019, upon adoption of the Lithuanian Law on Special Land Use Conditions
effective from 1January 2020, the legal regulation was partially changed in
respect of application of special land use conditions (including not only the
protected areas, but also the main pipeline class location areas) in the areas
(land parcels) adjacent to the infrastructure objects owned by the Company,
also in respect of their establishment, registration and payment of com-
pensations. However, upon adaption of the Law, no implementing legal acts
were adopted that would regulate the simplified procedures for establishing
the areas subject to the special land use conditions, their registration and
payment of compensations, based on which the need for resources could
be estimated, including the financial commitments of the entities. As there
was no clear legal regulation, the provision for commitment to register the
land use conditions was not established upon adoption of the Law in 2019.
Enforcement of the Lithuanian Law on Special Land Use Conditions requires
an amendment to the Regulations of the Real Property Cadastre, which came
into force on 12 February 2020. The amendment stipulated an alternative way
for registering the protected areas (thereby avoiding the need to modify the
cadastre data and to hire the land surveyors). The newly introduced proce-
dure under the Law for registering the main pipeline class location areas is
expected to come into force in 2023.

When assessing the amount of the commitment, the expected term of its
fulfilment is taken into account. The provision for the commitment to reg-
ister the protected areas was recognised at a present value of the expect-
ed costs of registration of the special land use conditions (the protected
areas), discounted over the term of fulfilment of the commitment.
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The Ministry of Environment has prepared the Methodology for calcu-
lation and payment of compensation on application of special land use
conditions in the areas established in the public interest as set out in the
Lithuanian Law on Special Land Use Conditions. The Methodology came
into force on 8 April 2020. Based on the official letter of 18 June 2020 of
the Lithuanian Minister of Energy, the provisions of the Methadology are
effective for bath the currently existing network and the newly constructed
netwark. Based on the provisions of the Methodology, the compensations
for the protected areas would be become payable upan registration of the
protected areas, which means that based on the simplified procedure they
would be payable after 2023.

Upon establishment and/or registration of areas (the protected areas) that
are subject to the special land use conditions, it will then be possible to
calculate the compensations to the owners and users of land and other
real property, or individuals who are otherwise entitled to the compen-
sation upon submission of applications and documents supporting the
losses, with each case assessed individually. The amount of the compen-
sation is a matter of judgement, by taking into account the main purpose
of use of the land parcel, the scope of restrictions imposed, the specific
losses incurred and/or being incurred by the landowners as indicated in
the application with the supporting documents, and other circumstances.
Based on the requirements of the Methodology and the data available to
the Company, the Company is not able to estimate reliably the compensa-
tions payable in the future for registered special land use conditions (the
protected areas). Under the requirements of IAS 37, the above-mentioned
commitment does not meet the recognition criteria of a provision, and
therefore, no provision has been recognised in the financial statements.

3.4. Impairment of non-financial assets

The Company’s non-financial assets are assessed for impairment whenever
events and circumstances indicate that the value of assets may not be re-
coverable. Where the net book amount of an asset exceeds its recoverable
amount, impairment loss is recognised in profit or loss. The recoverable
amount is the higher of an asset’s fair value, less costs to sell and value in use.
For the purposes of assessing impairment, assets are grouped at the lowest
levels for which there are separately identifiable cash flows (cash-generating
units). A reversal of an impairment loss recognised in prior periods is record-
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ed when there is an indication that the impairment loss recognised for the
asset no longer exists or has materially decreased. Reversal is recognised in
profit or loss under the same line item as impairment loss. Intangible assets
with indefinite useful life are not amortised, but tested for impairment annu-
ally on individual basis or at the level of a cash-generating unit.

3.5. Deferred tax assets

Deferred tax assets were estimated by the Company based on long-term
forecasts, when sufficient taxable profit will be available to the Company
against which the deferred tax assets can be realised. As the Company fulfils
the projects that meet the definition of an investment project, it applies in-
come tax relief consistently. The Company's taxable profit is reduced during
the tax period by the amount of actually incurred costs related to acquisition
of a qualifying asset. If the amount of costs exceeds the amount of taxable
profit calculated for the tax period, the excess amount of such costs can be
carried forward over the next four tax periods in a row to reduce the calcu-
lated amounts of taxable profit, with such carried forward costs reduced ac-
cordingly. In the apinion of the Company, the investment relief will be utilised
in full over the next four tax periods in a row, and sufficient taxable profit will
be available to the Company against which the assets can be realised. As at 31
December 2020, deferred tax assets in amount of EUR 3,923 thousand were
recognised on investment relief not utilised.

See Note 2.14 for the items included in the deferred tax asset calculation base.

3.6. Lease contracts

At inception, the newly entered lease contracts are assessed whether a con-
tract is, or contains, a lease, i. e. whether the contract conveys the right to
control the use of the identified asset for a certain period, and components
of the contract. Assessment of such newly entered lease contracts involves
consideration of the following: impairment of right-of-use assets, changes in
option to purchase the underlying assets, modifications to lease contracts,
other assumptions that affect the value of lease liabilities. In the opinion of
the Company, there were no indications of impairment of right-of-use assets,
nor were there any changes in the assessment of the option to purchase the
underlying assets. As the Company assessed the lease terms and the options
to extend the lease, the Company reviewed the lease term of office premises
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and remeasured the lease liabilities based on reasonably certain information
that the option to extend the lease will not be exercised in respect of the
currently lease office premises, see Note 8.

4. SEGMENT REPORTING

The Group has two operating segments: 1) natural gas transmission ser-
vices and 2) natural gas exchange operators activities. All non-current
assets of the Group are domiciled in Lithuania, where the Group operates.

In 2020, the Group generated 72% (2019: 70%) of its total revenue from
the system users in Lithuania, 25% (2019: 30%) of its total revenue from
transpartation of gas to the adjacent transmission systems, and 3% of its
total revenue from the natural gas exchange services.

The table below contains the Group's information on the operating seg-
ments for the period ended 31 December 2020:

2019 Gas trans- Gas Total
mission exchange
activities  activities
Revenue 55.080 595 55.675
Revenue after elimination 55.076 543 55.619
of intercompany revenue
Operating profit (loss) 15.036 39 15.075
Finance income (costs), net (339) (2) (341)
Profit (loss) before income 14.697 37 14.734
tax
Income tax (2.160) (2) (2.162)
Net profit (loss) 12.537 35 12.572
Depreciation and amortisa- (10.032) (127) (10.159)
tion expenses
Write-offs of property, plant 84 = 84

and equipment

' The comparative figures have been restated for changes in accounting

policy of revenue from connection fees of new consumers; see Note 26 for

a detailed disclosure of the restatement effects.

As at 31 December 2020, there were three customers of the Group each
generating over 10% of the Company's total revenue. Such revenue totalled

EUR 33,962 thousand, whereof:

Customer A - EUR 12,725 thousand;
Customer B - EUR 12,326 thousand;
Customer C - EUR 8,911 thousand;

2020 Gas trans- Gas Total
mission  exchange
activities  activities
Revenue 50.831 1.503 52.334
Revenue after elimination 50.831 1.455 52.286
of intercompany revenue
Operating profit (loss) 14.157 792 14.949
Finance income (costs), net (360) (3) (363)
Profit (loss) before income 13.797 789 14.586
tax
Income tax 3.635 (51) 3.584
Net profit (loss) 17.432 738 18.170
Depreciation and amortisa- ~ (10.934) (192) (11.126)
tion expenses
Write-offs of property, (25) (15) (40)

plant and equipment

The table below contains the Group's information on the operating seg-

ments for the period ended 31 December 2019:

As at 31 December 2019, there were three customers of the Group each
generating over 10% of the Company’s total revenue. Such revenue totalled
EUR 40,120 thousand, whereof:

Customer A - EUR 16,488 thousand;
Customer B - EUR 14,114 thousand;
Customer C - EUR 9,518 thousand.
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5. INTANGIBLE ASSETS

Movements on intangible assets account during the current and previous reporting period were as follows:

Group Patents,  Computer Other Pro- Total Company Patents,  Computer Other Pro- Total
licences  software intangible tected licences  software  intangible tected
assets areas assets areas

At 1January 2019 159 2525 15 = 2.699 At 1January 2019 4 2.213 5 - 2259
Cost 279 2.718 27 - 3024 Cost 4 2.213 5 - 2259
Accumulated amortisation (120) (193) (12) = (325) Accumulated amortisation = = - = =
Net book amount at 1January 2019 159 2.525 15 - 2699 Net book amount at 1January 2019 4 2.213 5 - 2259
Additions = 1010 106 = 1.116 Additions = 799 = = 799
Write-offs = = = = - Write-offs = = = = =
Amortisation (55) (800) (1) - (866) Amortisation (27) (725) (5) - (757)
Offsetting of grants against non-current assets - (39) - - (39) Offsetting of grants against non-current assets - (39) - - (39)
Net book amount at 31 December 2019 104 2.696 110 = 2.910 Net book amount at 31 December 2019 14 2.248 = - 2262
Cost 219 3.689 133 = 4701 Cost 4 2973 5 - 3019
Accumulated amortisation (175) (993) (23) - (191) Accumulated amortisation (27) (725) (5) = (757)
Net book amount at 31 December 2019 104 2.696 110 = 2.910 Net book amount at 31 December 2019 14 2.248 = - 2262
Additions ) 761 133 2179 3.076 Additions = 79 = 21719 2.898
Write-offs = (15) = = (15) Write-offs = = - = =
Amortisation (39) (889) (33) = (961) Amortisation (m) (783) - - (794)
Offsetting of grants against non-current assets = (177) = = (177) Offsetting of grants against non-current assets = (177) = = (177)
Net book amount at 31 December 2020 68 2.376 210 2179 4.833 Net book amount at 31 December 2020 3 2.007 = 2179 2010
Cost 255 3.533 261 2179 6228 Cost 14 2.790 = 2179 4983
Accumulated amortisation (187) (1157) (51) - (1.39) Accumulated amortisation (m) (783) - - (794)
Net book amount at 31 December 2020 68 2.376 210 2179 4.833 Net book amount at 31 December 2020 3 2.007 = 2179 4189

The Group's part of intangible assets with the cost of EUR 19 thousand as at 31 December 2020 (2019: EUR 57 thousand) ~ to the Regulations of the Real Property Cadastre, which were necessary for the establishment of a commitment to form a
was fully amortised but still in use. register of protected areas, as set out in the Lithuanian Law on Special Land Use Conditions, by the year 2023, and based on
As at 31 December 2020, the Company recognised a provision of EUR 2,179 thousand and the related intangible assets for the  the Description of the procedure for preparation and approval of the protected areas, approved under the Lithuanian Energy
establishment of the special land use conditions (protected areas). The provision was established under the amendments ~ Minister's Order No. 1-339 of 13 October 2020. Discounting of the provision was based on a discount rate of 0.62%.
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6. PROPERTY, PLANT AND EQUIPMENT

Property, plant and equipment is accounted for by the Group and the Company by deducting the grants received/
receivable for the acquisition of the assets from the revalued amount of those assets.

In 2020, the construction works of the gas interconnection between Poland and Lithuania were started. The
value of the canstruction works, construction materials and other services acquired during 2020 for the imple-
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mentation of the project amounted to EUR 76,977 thousand, and the amount of recognised grants receivable was
EUR 34,437 thousand. The project was reported within the category of construction work in progress.

In the statement of profit or loss, the depreciation of grants was recognised by offsetting the depreciation charges
of the related assets against the grant income, and amounted to EUR 2,646 thousand as at 31 December 2020 (31
December 2019: EUR 2,460 thousand).

Movements on the PP&E account during the reporting and previous period were as follows:

Group Land Buildings  Structures and equipment
At 1January 2019 125 5.288 141,518
Cost (revalued amount) 125 5.288 141.518
Accumulated depreciation = = =
Net book amount at 1 January 2019 125 5.288 141.518
Additions = = 23
Disposals and write-offs - (25) (93)
Acquired from inventories = = 3
Written off as inventories = = (159)
Reclassifications = 241 19.114
Depreciation = (246) (4.115)
Offsetting of grants against non-current assets - (75) (8.521)
At 31 December 2019 125 5.183 147.770
Cost (revalued amount) 125 5.429 151.885
Accumulated depreciation - (246) (4.115)
Net book amount at 31 December 2019 125 5.183 141.770
Additions = = Th
Disposals and write-offs - (10) (2)
Acquired from inventories = 5 130
Written off as inventories = = (31)
Reclassifications = 634 2.951
Depreciation - (380) (4.733)
Offsetting of grants against non-current assets = = (156)
At 31 December 2020 125 5.427 146.003
Cost (revalued amount) 125 5.807 150.736
Accumulated depreciation = (380) (4.733)
Net book amount at 31 December 2020 125 5.427 146.003
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Plant and machinery Motor vehicles Other PP&E Construction work in progress Total
39.922 952 2124 10.102 200.031
39.922 952 2129 10.102 200.036

B . (5) - (5)
39.922 952 2.124 10.102 200.031
34 40 276 16.850 17223

(5) - (3) - (126)

= - = = 3

- - - - (159)
2.146 - 2392 (23.893) -
(3.510) (219) (1.038) - (9128)
(873) - (1.m4) 4101 (6482)
31Nk 73 2.637 7160 201.362
41.224 992 3.679 7160 210.494
(3.510) (219) (1.042) - (9.132)
31.14 173 2.637 7.160 201.362
12 = 107 88.034 88.827

(5) (24) (9) = (50)

= - = = 130

(1) - - - (32)

283 = 838 (4.706) -
(3.420) (207) (987) - (9.727)
= = (15) (38.715) (38.886)
34.583 542 3.amn 51.773 241.624
38.003 749 4163 51.773 251.356
(3.420) (207) (992) - (9.732)
34.583 542 3.an 51.773 241.624
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Company Land Buildings  Structures and equipment Plant and machinery ~ Motor vehicles Other PP&E Construction work in progress Total

At 1January 2019 125 5.288 141.518 39.922 952 2121 10.102 200.028
Cost (revalued amount) 125 5.288 141518 39.922 952 YAV 10.102 200.028
Accumulated depreciation = = = = = = = =
Net book amount at 1January 2019 125 5.288 141.518 39.922 952 2121 10.102 200.028
Additions = = 23 34 40 274 16.850 17.221
Disposals and write-offs = (25) (93) (5) = (1) = (124)
Acquired from inventories = = 3 = = = = 3
Written off as inventories = = (159) = = = = (159)
Reclassifications = 241 19.114 2146 = 2.392 (23.893) =
Depreciation = (246) (4.115) (3.510) (219) (1.038) = (9128)
Offsetting of grants against non-current assets = (75) (8521) (873) - () 4101 (6482)
At 31 December 2019 125 5.183 147.770 31.N4 173 2.634 1160 201.359
Cost (revalued amount) 125 5.429 151.885 41.224 992 3.672 71160 210.487
Accumulated depreciation - (246) (4.115) (3.510) (219) (1.038) - (9.128)
Net book amount at 31 December 2019 125 5.183 141.770 31.n4 173 2.634 1.160 201.359
Additions = = Th 12 = 705 88.034 88.825
Disposals and write-offs = (10) (2) (5) (24) (8) = (49)
Acquired from inventories = = 130 = = = = 130
Written off as inventories = = (31) (1) = s - (32)
Reclassifications = 634 2.951 283 = 838 (4.706) =
Depreciation - (380) (4.734) (3.420) (207) (988) (9.729)
Offsetting of grants against non-current assets - - (155) - - (14) (38715) (38.884)
At 31 December 2020 125 5.427 146.003 34.583 542 3.167 51.773 241.620
Cost (revalued amount) 125 5.807 150.737 38.003 749 4154 51.773 251.347
Accumulated depreciation = (380) (4.734) (3.420) (207) (988) = (9.729)
Net book amount at 31 December 2020 125 5.427 146.003 34.583 542 3.167 51.773 241.620

Back to contents
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The Company's part of property, plant and equipment with the acquisition cost of EUR 87 thousand as at 31 Decem- count all of the above assumptions, the Company concluded as a result impairment test that there were no indications of
ber 2020 (31 December 2019: EUR 199 thousand) was fully depreciated but still in use. impairment of the carrying amount of property, plant and equipment as at 31 December 2020 and that the carrying amount
In 2020, the Company's capitalised borrowing costs (interest) were added to the cost of property, plant and equip- approximated the fair value. In the opinion of the Company’s management, one-off fluctuations in the Company’s surplus
ment and amounted to EUR 170 thousand (2019: EUR 47 thousand). In 2020, the annual interest capitalisation rate earnings from requlated activities in excess of the ROl rate set by the NERC have no impact on the value of property, plant
was 0.443% (2019: 0.480%). and equipment, and accordingly, no adjustments for changes in the value are necessary for the accounting purposes.

The major construction work in progress items of the Company as at 31 December 2020 and 2019 were as follows:

Testing of property, plant and equipment for impairment in 2020 ltems At 31 December At 31 December
The Company assesses, at least annually, whether there is any indication that the value of property, plant and equip- 2020 2019
ment, which is carried at revalued amount, may be significantly different from its fair value, and conducts an impair- Implementation of gas interconnection Poland-Lithuania project in the 83.799 6.822
ment test. The last revaluation of the Company’s property, plant and equipment was carried out in 2018, and impairment territory of Lithuania

of EUR 37,686 thousand was recognised by allocating it to assets of gas pipelines and technological equipment. Installation of pig launchers/receivers 4446 764
The Company's property, plant and equipment as at 31 December 2020 amounted to EUR 241,620 thousand, and the Implementation of operative technological control of gas transmission system 2.776 1.970
value of property, plant and equipment tested for impairment (excluding the value of the GIPL project) was EUR Construction of the main gas pipeline Vilnius-Kaunas and interconnection 551 551
194,776 thousand. The fair value of those assets was tested by using the discounted income approach by making Kaunas-Sakiai

cash flow projections until 2025 and by adding the discounted terminal value beyond 2025. Other 1691 1.857
The Company’s natural gas transmission activities are requlated by the State, and the regulatory decisions have signifi- Grants recognised (offsetting against non-current assets) (40.910) (4.224)

cantimpact on the fair value of the assets. The gas transmission prices are regulated by the NERC. The revenue caps for
regulated activities can be annually adjusted by the decision of the NERC in accordance with the procedure established
in the Methodology for determining revenue from and prices for regulated natural gas transmission activities.

U Less: impairment of construction work in progress (580) (580)
51.773 7160
¥ Impairment of EUR 551 thousand was established for the project Construction of the main gas pipeline Vilnius-Kaunas
and interconnection Kaunas-Sakiaf (territory planning and engineering design services) because the construction of
the gas pipeline was postpaned for later periods and uncertainties arose regarding the project funding and further
development issues. Impairment of EUR 29 thousand was established for the postponed reconstruction works of a
building with a system control centre.

The NERC has approved the Methodology for determining the rate of return on investment (the WACC Methodology),
based on which the ROl rate is set for the Company. According to the provisions of the WACC Methodology, the ROI
rate applicable to the Company is updated annually by the NERC. In 2020, the NERC updated the WACC Methadology;
however, its provisions will become applicable only with effect from the next regulatory period, i.e. from 2024. In the
opinion of the management, there were no significant changes in the regulatary environment during 2020.

Key assumptions applied in the impairment test as at 31 December 2020 were as follows:

7. INVESTMENTS IN SUBSIDIARY

a)a 3.58% discount rate was used for discounting cash flows;

b)a 3.86% ROl rate was used as by the NERC 2021-2023, and a 4.12% RO rate was used for 2024-2025 based on

the NERCS updated WACE Methodology; As at 31 December 2020 and 2019, the Company’s investments were as follows:

c) the terminal value of cash flows was determined by comparing the ROI rate (pre-tax rate of 4.21%) with the Subsidiary Cost Impairment Carrying amount Ownership interest, %

discount rate; At 31 December 2020

d) the Company's surplus earnings from requlated activities in excess of the established ROl rate arising from GET Baltic UAB 769 (94) 675 100

increased gas transmission quantities (higher capacities and quantities actually ordered by the system users)

and incurred expenditure, after taking into account the operational efficiency achieved during 2019-2020, will o] i) (34) SIS

reverse in future by cutting the transmission prices for the system users (one-off effect); At 31 December 2019

e) annual growth rate for indefinite period is not applicable (equals 0). GET Baltic UAB 769 (94) 675 100
Considering that the regulatory environment did not experience significant changes during 2020, and taking into ac- Total 769 (84) 675

Back to contents
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8. RIGHT-OF-USE ASSETS AND LEASE LIABILITIES

As described below, the Group and the Company have taken on lease office premises, motor vehicles, and land. Lease
periods for premises, motor vehicles and land are 8-9 years, 4 years, and 99 years, respectively. The Group and the
Company assessed the probability of exercising the lease extension option when recagnising right-of-use assets and
lease liabilities, and when determining the lease periods. In November 2020, the Company completed the tendering
procedures for procurement of lease of new office premises and announced the tenderer who was awarded the con-
tract. The lease of new office premises is expected to start in October 2021. Based on the supported assumptions that
the lease extension option will not be exercised, the Company revised the lease period of premises and re-measured
the lease liabilities. As a result of re-measurement, lease liabilities were reduced by EUR 354 thousand, and right-of-
use assets were reduced by EUR 353 thousand.

Group Buildings Land Motor Total
vehicles
Initial cost of assets as at 1January 2019* 749 1.278 - 2.027
Additions 152 = 16 168
Write-offs (30) = = (30)
Depreciation (148) (13) (3) (164)
Net book amount at 31 December 2019 723 1.265 13 2.001
Net book amount at 31 December 2019 723 1.265 13 2.001
Additions 4 = 119 1123
Write-offs (353) - - (353)
Depreciation (153) (13) (270) (4386)
Net book amount at 31 December 2020 22 1.252 862 2.335
Initial cost 521 1.278 1.136 2.935
Accumulated depreciation (300) (26) (274) (600)
Net book amount at 31 December 2020 221 1.252 862 2.335

* As at 1January 2019 and in prior periods, the Company and its subsidiary had no non-current assets acquired under
the finance lease contracts.

Company Buildings  Land Motor Total
vehicles

Initial cost of assets as at 1January 2019* 749 1.278 - 2027

Additions = = = =

Write-offs (30) = = (30)

Back to contents

Company

Depreciation

Net book amount at 31 December 2019
Net book amount at 31 December 2019
Additions

Write-offs

Depreciation

Net book amount at 31 December 2020
Initial cost

Accumulated depreciation

Net book amount at 31 December 2020

Buildings

(134)
585
585

(353)
(133)
99
366
(267)
9

Land

(13)
1.265
1.265

(13)
1.252
1278

(26)
1.252
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Motor Total
vehicles

= (147)

= 1.850

- 1.850

119 1m9

- (353)

(266) (412)

853 2.204

1m9 2.763

(266) (559)

853  2.204

*As at 1January 2019 and in prior periods, the Company had no non-current assets acquired under the finance

lease contracts.

As the useful life of the right-of-use assets is longer than the lease term, depreciation is calculated from the com-

mencement date of the lease till the end of the lease term.

Carrying amount at 1January
Lease liabilities recognised under IFRS 16

Newly entered lease contracts

Terminated lease contracts (write-off of debts and

accrued interest thereon)

Interest charged

Lease payments (principal and interest)
Carrying amount at 31 December
Non-current lease liabilities

Current lease liabilities

Group
At 31 December 2020 At 31 December 2019

2,009 2,027

1123 168

(354) (30)

26 23

(441) (179)

2.363 2,009

1.953 1.849

410 160
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Carrying amount at 1 January
Lease liabilities recognised under IFRS 16
Newly entered lease contracts

Terminated lease contracts (write-off of debts and
accrued interest thereon)

Interest charged

Lease payments (principal and interest)
Carrying amount at 31 December
Non-current lease liabilities

Current lease liabilities

Lease liabilities

Current lease liabilities

Non-current liabilities by maturity term:
Between 1and 2 years

Between 2 and 3 years

Between 3 and b years

Later than b years

Lease liabilities

Current lease liabilities

Non-current liabilities by maturity term:
Between 1and 2 years

Between 2 and 3 years

Between 3 and 5 years

Later than 5 years

Back to contents

Company
At 31December 2020 At 31 December 2019
1.857 2.027
119 =
(354) (30)
24 2
(416) (161)
2.230 1.857
1.843 179
387 138
Group
At 31 December 2020 At 31 December 2019
410 160
1.953 1.849
310 161
312 162
84 248
1.247 1.278
Company
At 31 December 2020 At 31 December 2019
387 138
1.843 179
287 138
289 139
46 209
1.221 1.233
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Interest on lease liabilities reflected in the Group's finance costs amounted to EUR 26 thousand as at 31 December

2020 (31 December 2019: EUR 23 thousand).

The Group and the Company had no leases with variable payments not included in the value of lease liabilities.
In 2020, the Group's lease payments amounted to EUR 414 thousand (2019: EUR 179 thousand).

9. INVENTORIES

Raw materials, spare parts and other inventories
Natural gas

Assets held for resale

Inventories, gross

Less: write-down allowance

Group/Company
At 31 December 2020 At 31 December 2019
734 787
1.443 1.651
2177 2438
(280) (319)
1.897 219

Changes in the purchase prices of natural gas had impact on changes in inventories of natural gas during 2019-

2020.

The acquisition cost of the Company’s inventories stated at net realisable value as at 31 December 2020 amounted
to EUR 734 thousand (31 December 2019: EUR 787 thousand). Inventory write-down allowance was included in other

expenses.

10. AMOUNTS RECEIVABLE

At 31 December

2020

Non-current trade
receivables

Other trade receivables -

At 31 December

Company

At 31 December At 31 December
2019 2020 2019
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Group Company
At 31 December At 31 December At 31December At 31 December
2020 2019 2020 2019

Current trade receivables
Amounts re.cei’vable for natural 5.745 5.508 5799 5.524
gas transmission
Other trade receivables 2195 422 122 41
Less: impairment allowance for (70) (70) (70) (70)
trade receivables

7.870 5.860 5.851 5.865
Other amounts
Receivable LNG terminal funds 12.834 16.020 12.834 16.020
under administration
Grants receivable 25.628 2.754 25.628 2.754
Contract assets 965 541 965 541
Other amounts receivable 80 76 8 13
Total other amounts receivable 39.507 19.391 39.505 19.388
Total amounts receivable 41.371 25.251 45,356 25.253

Current trade receivables are interest free and their settlement term is typically between 9 and 30 calendar days.
Impairment of EUR 41 thousand was established for heat generation company Geoterma UAB, and impairment of
EUR 30 thousand was established for Geros Dujos UAB.

As at 31 December 2020, the total overdue amount in the balance of receivable LNG terminal funds under ad-
ministration was EUR 5,253 thousand (31 December 2019: EUR 4,701 thousand), whereof the overdue amounts of
Achema AB, Geros Dujos UAB, and Geoterma UAB and others were EUR 5,168 thousand, EUR 19 thousand, EUR 65
thousand, and EUR 1 thousand, respectively. See Note 24 Off-balance sheet commitments and contingencies for
more information about the overdue amounts from Achema AB. The Group does not recagnise impairment for the
LNG terminal receivables, since the LNG terminal funds are not treated as assets of the LNG terminal administra-
tor based on the Description of the procedure for administration of the LNG terminal funds, and therefore, they
cannot be subject to debt recovery procedures under the obligations of the LNG terminal administrator that are
not related to the administration of the LNG terminal funds.

Grants receivable include support from the EU structural funds to finance the projects implemented by the Company.
Support receivable from the EU structural funds to finance the project for construction of gas interconnection between

Back to contents
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Poland and Lithuania amounted to EUR 24,934 thousand as at 31 December 2020 (31 December 2019: EUR 1,917 thousand.

Contract assets include as follows:

Company

At 31 December 2020 At 31 December 2019

Current contract assets related to transportation of 965 541
natural gas
Total contract assets 965 541

No impairment provision is established for other amounts receivable of the Group.
Movements on the account of impairment provision for amounts receivable of the Group were as follows:

Individually impaired
Balance at 31 December 2020 70
Balance at 31 December 2019 70

The ageing analysis of the Group’s trade and other receivables that have not been identified as impaired as at 3l
December 2020 and 2019:

Trade and other

receivables not
past due Lessthan 31-90 91-180 181-360  More Total

30days days days days than

Trade receivables and other receivables past due

360

days
At 31 December 2020 41797 1725 2758 s = 1.097 41377
At 31 December 2019 20.355 2506 1291 = 3 1096 25.251

The ageing analysis of the Company's trade and other receivables that have not been identified as impaired as at
31 December 2020 and 2019:

Trade and other Trade receivables and other receivables past due

receivables not
past due Lessthan 31-90 91-180 181-360 More  Total
30days days days days than
360
days
At 31 December 2020 40.038 14683 2758 = = 1097  45.356
At 31 December 2019 20.357 2506 1291 = 3 1096 25.253

Within the category of past due more than 360 days, the amount receivable from Achema ABis equal to EUR 955 thousand.
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T1. OTHER FINANCIAL ASSETS

The Group's other financial assets as at 31 December 2020 consisted of monetary funds collected from extra charge
on natural gas transmission price related to natural gas supply security, referred to as the LNG terminal funds, and the
funds transferred by the exchange participants. Thase funds are collected from the system users, kept on separate
bank accounts for LNG terminal funds in compliance with the legal requirements, and are intended for payment to the
recipients of the LNG terminal funds: the LNG terminal operator (Klaipédos Nafta AB), the designated supplier (Ignitis
UAB), and the Company to cover the administration costs of the LNG terminal funds. Based on Resolution No. 03E-766 of
25 November 2019 (amendment No 03E-924 of 31 December 2019), an extra charge related to natural gas supply security
was set to be effective during the period from 1January 2020 to 31 December 2020.

The funds of the gas exchange participants consist of funds transferred by the clients of GET Baltic UAB (“the Sub-
sidiary’) under the provisions of the Regulation of Trading on the Natural Gas Exchange approved by the Board of the
Subsidiary and agreed with the NERC. In order to submit the purchase orders for natural gas, the exchange participants
are required to make an advance payment (alternatively submit a bank guarantee) on the gas exchange operated by the
Subsidiary, for the amount no less than the value of the expected purchase orders. After trading is closed, the advance
payment is treated as a settlement for the natural gas purchased.

Group
At 31 December 2020 At 31 December 2019
LNG terminal funds 3 4
Funds transferred by gas exchange participants 8.684 18.644
8.687 18.648
12. CASH AND CASH EQUIVALENTS
Grupé Company

At 31 December At 31 December At 31 December At 31 December

2020 2019 2020 2019

Cash at bank 167 233 3 197

767 233 3 197

The Company and the Group keep their cash balances on bank accounts. As at 31 December 2020, the balance of cash
was not material due to the Company’s and the Group's treasury management palicy aimed at maintaining minimum
cash balances. As at 31 December 2020, the Company and the Group had no contracts on deposits.

The table below presents the long-term foreign currency credit ratings of the banks in which the Company kept its cash
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balances as at 31 December 2020:

Bank Cash at bank Rating agency
at 31 December 2020
Moody’s Standard Fitch
&Poor's Ratings
SEB Bankas AB" 2 Aa2 A+ AA-
Swedbank AB1) 1 Aa3 A+ A+

UThe ratings assigned to the parent banks as at 31 December 2020;

13. RESERVES

Legal reserve
Alegal reserve is a compulsory reserve under the legislation of the Republic of Lithuania. Annual transfers of not
less than 5% of net profit are compulsory until the reserve reaches 10% of the authorised share capital.

The Company’s legal reserve amounts to EUR 5,173 thousand and represents 10% of its authorised share capital
(2019: EUR 5,173 thousand, representing 10% of the authorised share capital

Other reserves

Other reserves are formed by the decision of the annual General Sharehalders Meeting regarding the appropriation
of profit. These reserves can only be used for business development purposes approved by the General Meeting of
Shareholders.

14. BORROWINGS

In May 2018, the Company and OP Corporate Bank pic Lithuanian branch signed an agreement on a long-term loan
for amount of EUR 30,000 thousand. As at 31 December 2019, the withdrawn amount of the loan was EUR 30,000
thousand. In June 2020, the Company and the European Investment Bank signed an agreement on a long-term loan
to finance the construction of the gas interconnection between Poland and Lithuania in the territory of Lithuania.
As at 31 December 2020, the withdrawn amount of the loan was EUR 60,000 thousand.

To balance the liquid funds, on 27 February 2019 the Company and EPSO-G UAB entered into a cash pool contract,
based on which the maximum barrowing limit from EPSO-G UAB was set in amount of EUR 15,000 thousand. On 31
March 2020 and 29 June 202, additional arrangements were signed, based on which the maximum borrowing limit
was increased up to EUR 35,000 thousand and EUR 40,000 thousand, respectively. As at 31 December 2020, the
Company’s borrowings amounted to EUR 7,852 thousand.
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Group Company

At 31Decem- At 31Decem- At 31 Decem- At 31
ber 2020 ber 2019 ber 2020 December

2019

Non-current borrowings
Borrowings from local credit institutions 22.000 30.000 22.000 30.000
!30rr.0wi'ngs from international financial 79.565 21.739 79.565 21.739
institutions
Current borrowings
Borrowings from local credit institutions = = = =
Current borrowings (EPS0-G UAB) 7.852 6.452 7.852 6.272
Current portion of non-current borrowings 10.174 13.618 10.174 13.618

119.591 7.809 119.591 71.629

As at 31 December 2020, the weighted average annual interest rate on borrowings of the Company and the Group was
0.39% (31 December 2019: 0.49%). The interest rate is linked to variable part of 3-6-month EURIBOR.

The balance of borrawings from Nordic Investment Bank, less the current portion of non-current borrowings, amount-
ed to EUR 19,565 thousand as at 31 December 2020 (31 December 2013: EUR 21,739 thousand).

The balance of borrowings from OP Corporate Bank PLC Lithuania branch, less the current portion of non-current
borrowings, amounted to EUR 22,000 thousand as at 31 December 2020 (31 December 2019: EUR 30,000 thousand)

The balance of borrowings from European Investment Bank, before taking into account the current portion of non-cur-
rent borrowings, amounted to EUR 60,000 thousand as at 31 December 2020.

As at 31 December 2020 and 2019, the Company complied with the covenants set forth in the loan agreements with the
above-mentioned banks.
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Contractual maturity dates:

2020 m.

2021 m.

2022 m.
2023 m.
2024 m.
2025 m.
2026 m.
2027 m.
2028 m.
2029 m.
2030 m.

2031 m.

2032 m.
2033 m.
2034 m.
2035 m.
2036 m.
2037 m.
2038 m.

At 31 December
2020

Borrowings with a
fixed interest rate

1.475
2.951
2.951
2.951
2.951
2.951
2.951
2.951
2.951
2.951
2.951
2.951
2.951
2.951
2.951
2.1
45,000

At 31 December
2019

Borrowings with a
fixed interest rate

Group

At 31 December
2020

Borrowings with a
variable interest rate

18.026
10.174
16.420
3.158
3.158
3.158
3.158
3.168
3.168
3.158
984
983
983
983
983
983
983
983
74.591

The maturity dates of the Group’s borrowings match those of the Company's borrowings.
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At 31 December
2019

Borrowings with a
variable interest rate

19.890
10.174
10.174
16.173
2174
2174
2174
2174
2174
2174
2174

71.629

All borrawings of the Group have been obtained in the euros, and therefore, the outstanding balances of borrowings
are denominated in the euros, thereby resulting in no foreign exchange effect.
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There are no third-party guarantees or assets pledged by the Company as a collateral for bank borrowings.

Reconciliation of net debt to cash flows fram financing activities between 1January 2019 and 31 December 2020:

Net debt at 1 January 2019

Change in cash and cash equivalents
(Proceeds) from borrowings
Repayments of borrowings

Change in overdraft

Lease payments

Other non-cash movements

Newly entered lease contracts
Adjustment to lease liabilities

Other non-cash movements

Net debt at 31 December 2019
Change in cash and cash equivalents
(Proceeds) from borrowings
Repayments of borrowings

Change in overdraft

Lease payments

Other non-cash movements

Newly entered lease contracts
Adjustment to lease liabilities

Other non-cash mavements

Net debt at 31 December 2020

Back to contents

Cash

42
91

233
534

767

Borrowings

(80.124)

(10.000)
17.976

339

(7.809)

(60.000)
13.798
(1.580)

(19.591)

Group

Lease
liabilities

(2.027)

157

(168)
30
(2.008)

i

(1.123)
354

(2.363)

Total

(82.109)
191
(10.000)
17976
339

157

(168)

30
(73.584)
534
(60.000)
13.798
(1580)
414

(1123)
354

(121.187)

Net debt at 1 January 2019

Change in cash and cash equivalents
(Proceeds) from borrowings
Repayments of borrowings

Change in overdraft

Lease payments

Other non-cash movements

Newly entered lease contracts
Adjustment to lease liabilities

Other non-cash movements

Net debt at 31 December 2019
Change in cash and cash equivalents
(Proceeds) from borrowings
Repayments of borrowings

Change in overdraft

Lease payments

Other non-cash movements

Newly entered lease contracts
Adjustment to lease liabilities

Other non-cash movements

Net debt at 31 December 2020

Cash

34
163

197
(194)

Company
Borrowings Lease
liabilities

(80.124) (2.027)
(10.000) -
17.976 =
519 =
= 140
= 30
(71.629) (1.857)
(60.000) -
13.618 =
(1.580) -
= 392
= (1m9)
= 354
(119.591) (2.230)
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Total

(82.117)
163
(10.000)
17.976
519

140

30
(73.289)
(194)
(60.000)
13.618
(1.580)
392

(1m9)
354

(121.818)
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15. CONTRACT LIABILITIES

As aresult of retrospective restatement, the funds from connection of new consumers to the gas transmission system
were recognised as contract liabilities in amount of EUR 2,268 thousand as at 1January 2020 (31 December 2020: EUR
1,405 thousand). The contract liabilities to be recognised as revenue within one year are reported as current contract
liabilities.

Company
Non-current Current contract Total
contract liabilities
liabilities
Opening balance at 1 January 2019" 2.215 53 2.268
Received/receivable (810) (15) (825)
Recognised as revenue = (38) (38)
Reclassification (34) 34 -
Closing balance as at 31 December 2019" 137 34 1.405
Received/receivable = = =
Recognised as revenue = (34) (34)
Reclassification (34) 34 =
Closing balance as at 31 December 2020 1.337 34 13N

U Restatement for changes in accounting policy of revenue from connection fees of new consumers, see Note 26.

Contract liabilities included as follows:

Company
At 31December At 31 December
2020 2019
Non-current portion of contract liabilities 1.337 137
Total non-current contract liabilities 1.337 137N
Current portion of contract liabilities 3k 34
Advance amounts received on transmission services 34 2
Total current contract liabilities 68 55
Total contract liabilities 1.405 1.426
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16. PROVISIONS
Company
At 31 December 2020 At 31 December 2019
Provisions for employee pension obligations 548 540
Provisions for registration of protected areas 2.179 =
Carrying amount 2.127 540
Non-current provisions 2.651 487
Current provisions 76 53

As at 31 December 2020, the Company's and the Group’s employee benefit abligations related to payment of one-off
benefits to employees leaving the Company at their retirement age amounted to EUR 548 thousand (31 December
2019: EUR 540 thousand). There were no other long-term employee benefits under long-term service obligations as
per the collective agreement.

Key assumptions used in assessing the Company’s and the Group's long-term employee benefit obligations are
given below:

At 31 December 2020 At 31 December 2019
Discount rate 0,37 % 142 %
Annual employee turnover rate 599 % 537 %
Annual salary growth 3,30 % 410 %
Average time to retirement (years) 19,80 19,76

As at 31 December 2020, the Company recognised a provision of EUR 2,179 thousand and the related intangible
assets for the establishment of the special land use conditions (protected areas). The provision was established
under the amendments to the Regulations of the Real Property Cadastre, which were necessary for the establish-
ment of a commitment to form a register of protected areas, as set out in the Lithuanian Law on Special Land Use
Conditions, by the year 2023, and based on the Description of the procedure for preparation and approval of the
protected areas, approved under the Lithuanian Energy Minister's Order No. 1-339 of 13 October 2020. Discounting
of the provision was based on a discount rate of 0.62%.
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17. TRADE PAYABLES
Group Company
At 31 December At 31 December At 31December At 31 December
2020 2019 2020 2019
Payables to suppliers under the 4810 1.440 4810 1440
investment programme (recon-
struction)
Payables to service providers 2.106 1.280 2.007 1.195
Payables to repair service provi- 265 396 265 396
ders for non-current assets
Payables to natural gas suppliers 3.248 3.851 1.069 1160
10.429 6.967 8.151 4191

Inrelation to assuring the implementation of the strategic project - construction of the gas interconnection between
Poland and Lithuania (Note 4) - trade payables to suppliers (contractors) on project works amounted to EUR 3,282
thousand as at 31 December 2020. Trade payables are interest free and their settlement term is typically between
30 and 60 days.

18. ADVANCE AMOUNTS RECEIVED

Group Company

At 31 December At 31December At 31December At 31 Decem-

2020 2019 2020 ber 2019
Current contract liabilities 68 55 68 55
Grants received in advance 236 1.398 236 1.398
Advance amounts received from 8.246 15.672 = =
gas exchange participants
Other advance amounts received 8 12 8 12
Total advance amounts received 8.558 17137 312 1.465
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The Group's advance amounts received amounted to EUR 8,558 thousand as at 31 December 2020 (31 Decem-
ber 2019: EUR 17137 thousand). They represent advance amounts received for the implementation of the EU
investment projects, advance payments for the transmission services, current contract liabilities (Note 15), and
advance amounts received from gas exchange participants. The advance amounts received from gas exchange
participants are used on the date of settlement of the exchange participants, unless there is a request of a par-
ticipant not to use the advance amount, thereby reducing the amount payable for gas and exchange services.
The advance amount not used in full or in part remains for other settlements of an exchange participant. If an
advance amount has not been used by an exchange participant for over 1year, such amount is refunded to the
exchange participant.

19. OTHER AMOUNTS PAYABLE AND CURRENT LIABILITIES

Group Company
At 31 December At 31December At 31Decem- At 31 Decem-

2020 2019 ber 2020 ber 2019
Payable LNG terminal funds under 10.670 13.562 10.670 13.562
administration
Accrued LNG terminal funds under 2.175 2.461 2.175 2.461
administration *
Payable real estate tax 453 432 453 432
Payable value added tax 582 501 278 222
Other amounts payable 465 480 405 469

14.345 17.436 13.981 17.146

*Sukauptos administruojamos SGD terminalo I&$os yra apskaitomos tuomet, kai gamtiniy dujy perdavimo
sistemos naudotojams iSraSoma PVM saskaita faktira. Sukauptos administruojamos SGD terminalo 16Sos yra
priskiriamos mokétiny SGD terminalo 163y saskaitai tuomet, kai AB Klaipédos nafta” ir UAB Ignitis”, buvusi UAB
JLietuvos energijos tiekimas" iSrao Bendrovei PVM saskaita faktirg gamtiniy dujy tiekimo sauguma papildomai
dedamajai prie gamtiniy dujy perdavimo kainos.
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20. REVENUE

The Group's and the Company's revenue consists of as follows:

Revenue from natural gas transmission in the territory of Lithuania
Revenue from transmission system balancing services

Revenue from trading on the exchange

Grants recognised as revenue

Revenue from administration of the LNG terminal funds

QOther income

Revenue from contracts with customers include as follows:
Timing of revenue recognition:

Revenue is recognised at a point in time upon provision of ser-
vices

Revenue is recognised over time

Total

1) Restatement for changes in accounting policy of revenue from connection fees of new consumers, see Note 6.

21. FINANCING ACTIVITIES

2020

Interest income

Interest on late payment
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Group

2020 2019"
45.897 45.845
4588 8.665
1.356 479
37 164
65 Th
343 392
52.286 55.619
1.301 460
50.673 54.631
51.974 55.001

Group

10

Company

2020 2019"

45897 45845
4.588 8.665
37 164

65 T4
bk 332
50.831 55.080
50.519 54548
50519 54548

Company

2020 2019

Group
2020 2019
Other = 2
Total income from financing activity 3 12
Interest expenses on borrowings (464) (400)
Capitalised borrowing costs™ 170 47
Other finance costs (72) =
Total finance costs (366) (353)
Result of financing activities, net (363) (341)
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Company

2020 2019

3 13
(461) (398)
170 47
(72) ()
(363) (352)

(360) (339)

* Capitalised borrowing rate is calculated as a weighted average interest rate on the Company’s non-current

borrowings from finance institutions and other borrowings costs.

22. CURRENT AND DEFERRED INCOME TAX

Income tax expenses include as follows:

Group
2020 2019"
Current income tax expenses (98) (1.945)
Deferred income tax benefit (expenses) 3.682 (217)
Current income tax benefit (expenses) 3.584 (2.162)

Company
2020 2019"
(47) (1.943)
3.682 (217)

3635  (2.160)

' The comparative figures have been restated for changes in accounting policy of revenue from connection fees of

new consumers; see Note 26 for a detailed disclosure of the restatement effects.

Movements in deferred income tax assets and liabilities (before offsetting the amounts relating to the same tax

administration authority) were as follows:
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Deferred income tax assets
At 1January 2019
Recognised in profit or loss

Recognised in other comprehen-
sive income

At 31 December 2019
Recognised in profit or loss

Recognised in other comprehen-
sive income

At 31 December 2020

Deferred income tax liabilities
At 1January 2019

Recognised in profit or loss

PP&E
revaluation
(impair-
ment)

2.998
(187)

2.81
(165)

2.646

Recognised in other comprehensive income

At 31 December 2019

Recagnised in profit or loss

Recognised in other comprehensive income

At 31 December 2020

Deferred income tax, net as at 1January 2019
Deferred income tax, net as at 31 December 2019
Deferred income tax, net as at 31 December 2020
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Fees on

connec-

tion of
new con-
sumers

340
(129)

m
(5)

206

Impair-
ment
allowance
for recei-
vables and
write-
down of
inventories

58
(6)

52

Accruals Invest-
ment
relief not
utilised
159 =
4 =
200 =
38 3.923
238 3.923
Effect of capitalised

borrowings costs

104

104

3497
3280
6961

Total

3497
(217)

3.280
3.785

7.065

Total

104

104

Deferred income tax assets:

Loss on revaluation and impairment of
PP&E

Accrued vacation reserve
Accrual for long-term employee benefits

Impairment allowance for doubtful trade
receivables and write-down of inventories

Investment relief not utilised
Tax losses

Contract liabilities

Other

Deferred income tax assets before
valuation allowance

Less: valuation allowance

Less: deferred tax assets offset against
deferred tax liabilities

Deferred income tax assets, net

Deferred income tax liabilities:

Difference between the tax base of pro-
perty, plant and equipment and its carrying

amount

Deferred income tax liabilities, net

At 31 December
2020

2.646

154
82

52

3.923

206

1.065

104

6.961

Group

At 31 December
2019"

2.81

116
81

59

68

20

3.348

68

3.280
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1January
2019"

27.899

79

80

72
340
28.470

72

24.901

3.497

(24.901)
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Deferred income tax assets:

Loss on revaluation and impairment of PP&E
Accrued vacation reserve

Accrual for long-term employee benefits

Impairment allowance for doubtful trade receivables and
write-down of inventories

Investment relief not utilised

Tax losses

Contract liabilities

Other

Deferred income tax assets before valuation allowance
Less: valuation allowance

Less: deferred tax assets offset against deferred tax liabil-
ities

Deferred income tax assets, net
Deferred income tax liabilities:

Difference between the tax base of property, plant and
equipment and its carrying amount

Deferred income tax liabilities, net

' The comparative figures have been restated for changes in accounting policy of revenue from connection fees of
new cansumers; see Note 26 for a detailed disclosure of the restatement effects.

According to the provisions of the Law on Corporate Income Tax (hereinafter - the Law), income tax relief may be applied to
investments in qualifying fixed assets. When calculating income tax for the year 2020, the Company and the Group utilised
the income tax relief and reduced the income tax expenses for the year 2020 by the total amount of EUR 5,888 thousand

(2019: EUR 218 thousand).
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At 31 December
2020

2.646
154
82

52

3.923

206

7.065

104

6.961

Company

At 31 December
2019"

2.81
116
81
59

m

3.280

3.280

1January
2019"

27899

79
80

340

28.398

24.901

3.497

(24.901)
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Deferred income tax assets and deferred income tax liabilities were offset in the Group’s and the Company’s state-
ment of financial position as they were related to the same tax administration autharity.

When estimating the components of deferred income assets and liabilities in 2020 and 2019, the Group and the
Company applied income tax rate of 15%.

The reported amount of current income tax expenses can be reconciled to the income tax expenses that would
result from applying a standard income tax rate of 15% to profit before tax:

Group

2020 2019"
Profit (loss) before income tax 14.588 14.734
Income tax (expenses) at the effective income tax rate (2.187) (2.2m)
Non-deductible expenses, non-taxable income (27) (m
Income tax relief 1.965 218
Other (42) (56)
Deferred income tax (income tax relief not utilised) 3.922 =
Adjustments to previous year income tax (47) (102)

3.584 (2.162)

Company

2020 2019"
Profit (loss) before income tax 13.797 14.697
Income tax (expenses) at the effective income tax rate (2.069) (2.205)
Non-deductible expenses, non-taxable income (32) ()
Income tax relief 1.965 218
Other (104) (60)
Deferred income tax (income tax relief not utilised) 3.922 =
Adjustments to previous year income tax (47) (102)

3.635 (2.160)

1) The comparative figures have been restated for changes in accounting policy of revenue from connection
fees of new consumers; see Note 26 for a detailed disclosure of the restatement effects.
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23. BASIC AND DILUTED EARNINGS PER SHARE

Basic and diluted earnings (loss) per share reflect net profit (loss) divided by the weighted average number of shares.
There are no diluting instruments, therefore, the basic and diluted earnings (loss) per share are the same. Calculation
of basic and diluted earnings (loss) per share is presented below:

Group
2020 2019
Net profit attributable to equity holders of the Group (EUR '000) 18.170 12.572
Weighted average number of shares (000 units) 178.383 178.383
Basic and diluted earnings (loss) per share (EUR) 0,10 0,07

24. CASH FLOWS FROM INVESTING AND FINANCING ACTIVITIES

When calculating cash flows from investing activities in 2020, the Company took into consideration the following:
movement in the Company’s amounts payable for non-current assets of EUR 3,369 thousand, capitalised borrowings
costs of EUR 170 thousand, reclassification of emergency reserve inventories from non-current assets to current
assets in amount of EUR 32 thousand (2019: movement in the Company’s amounts payable for non-current assets of
EUR 1,554 thousand, capitalised borrowings costs of EUR 47 thousand, reclassification of emergency reserve inven-
tories from non-current assets to current assets in amount of EUR 130 thousand).

When calculating grants received for the purpose of cash flows from investment in 2020, the Company took into
consideration the movement in grants receivable of EUR 23,998 thousand (2019: EUR 1,039 thousand).

25. FINANCIAL ASSETS AND LIABILITIES AND RISK MANAGEMENT

As the Company carries out its operations, it is exposed to financial risks. By managing the risks, the Group and the
Company seek to mitigate the impact of factors that might have an adverse effect on the financial performance. The
Company follows the Treasury and Financial Risk Management Policy approved by the Board of Directors.
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Group Company
At At At At
31Decem-  31Decem- 31Decem-  31Decem-
ber 2020 ber2019  ber 2020 ber 2019
Financial assets
Trade receivables 1870 5.860 5.851 5.865
Other amounts receivable 67 68 67 68
Cash and cash equivalents 753 233 3 197
Financial assets measured at amortised cost 8.690 6.161 5.921 6.130
Other financial assets
Financial assets measured at amortised cost 8.687 18.648 3 4
Total financial assets 17.371 24.809 5.924 6.134
At At At At
31Decem-  31Decem- 31Decem-  31pecem-
ber 2020 ber 2019 ber 2020 ber 2019
Financial liabilities
Borrowings 119.591 71.809 119.591 7.629
Lease liabilities 2.363 2.009 2.230 1.857
Trade payables 10.429 6.967 8.151 4191
Other amounts payable and liabilities 8.584 17165 338 1.493
Total 140.967 97.950 130.310 79.170

Liquidity risk

Liquidity risk is managed constantly by making short-term and long-term cash flow forecasts of the Group. Where
necessary, the Company relies on the forecasts to make decisions aimed at ensuring its solvency, i.e. uses the
credit limit on the parent company’s cash pool account to balance its liquid funds.
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The Company’s liquidity ratios (after elimination of effects of the LNG terminal funds under administration) were as

follows as at 31 December 2020 and 2019:

At 31 December 2020 At 31 December 2019
Current ratio 116 0,64
Quick ratio m 0,59

he table below contains a breakdown of the Group's financial liabilities by maturity as at 31 December 2020 and 2019
based on the undiscounted contractual payments (payments per schedule including interest):

On Upto3 Between  Between After Total
demand  months Jand 12 land5 5 years
months years

Interest-bearing borrowings and = 9.066 9.376 41.409 62.513 122364
liabilities

Lease liabilities = 75 335 706 1.247 2.363
Other liabilities 8.246 60 278 = = 8.584
Trade payables = 10.429 = = = 10.429
Balance at 31 December 2020 8.246 19.630 9.989 42.115 63.760  143.740
Interest-bearing borrowings and = 1482 12.900 39.412 13.302 73.096
liabilities

Lease liabilities 28 122 580 1.278 2008
Other liabilities 15.672 62 1.431 = = 17.165
Trade payables = 6.942 25 = = 6.967
Balance at 31 December 2019 15.672 14.514 14.478 39.992 14.580 99.236

The table below contains a breakdown of the Company’s financial liabilities by maturity as at 51 December 2020 and

2019 based on the undiscounted contractual payments (payments per schedule including interest):
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Upto3d Between Between After5 Total
months Jand12 1and5 years
months years

Interest-bearing borrowings and liabilities 9.066 9.376 41.409 62513  122.364
Lease liabilities 69 318 622 1221 2.230
Other liabilities 60 278 > = 338
Trade payables 8.151 = = = 8.151
Balance at 31 December 2020 17.346 9.972 42031 63734 133.083
Interest-bearing borrowings and liabilities 1482 12.720 39.412  13.302 72.916
Lease liabilities 22 105 497 1.233 1.857
Other liabilities 62 1431 - = 1.493
Trade payables 4.166 25 = = 4191
Balance at 31 December 2019 1.732 14281  39.909 14535  80.457
Credit risk_

The maximum exposure to credit risk is equal to the amount of trade receivables (except for receivable LNG terminal
funds), other amounts receivable, cash, other financial assets, grants receivable and funds transferred by gas ex-
change participants, less recognised impairment losses. Delays in settlement of significant amounts of trade receiv-
ables may affect the Company’s ordinary course of business and lead ta search of additional financing sources. Credit
risk is managed through regular monitoring procedures (individual supervision of debtors, monitoring and analysis of
customers in order to identify potential solvency issues that may arise in the future, etc.). The Company has approved
the Description of administration of payments for the transmission services, which stipulates the specific actions
and deadlines to be followed in order to reduce the outstanding balance of trade receivables. Creditworthiness of all
customers is assessed, and in case of any deviations from the criteria set out in the Description of administration
of payments for the transmission services, the risk is assessed individually in respect of creditworthiness of each
customer, and, if necessary, additional credit enhancements are ensured to eliminate such risk.

The Group's exposure to credit risk arises from cash at bank. The level of exposure depends on the credibility of the
selected bank (Note 12). The Group has an effective treasury and financial risk management policy in place.

The policy establishes the credibility level of the banks selected for partnership; the diversification limits for funds
kept as deposits or invested in the investment products of banks or their subsidiaries, other securities, etc.
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The credibility of the selected partners is assessed according to the procedure established at the Company. The system
users assigned with the highest risk level are assessed by engaging an entity that provides specialised creditworthiness
assessment services, and an exchange participant willing to make a purchase order is required to provide a credit
enhancement (advance payment or bank guarantee).

The Group does not issue guarantees ta secure the fulfilment of abligations of other parties.

Interest rate risk

As at 31 December 2020 and 2019, the Group had borrowings with variable interest rates. Expasure to interest rate risk
arises from variable interest rates that are linked to EURIBOR. Given the current situation in the market of inter-bank
offered rates, the Group did nat enter into any transactions on financial instruments intended to manage the interest
rate risk during 2020 and 2019.

The table below demonstrates the sensitivity of the Company’s profit before tax to theoretically possible changes in
EURIBOR interest rates, with all other variables held canstant. The Company estimates sensitivity using 100 basis paints,
which make 1%.

There is no impact on the Company's equity, other than that on current year profit.

Increase in EURIBOR, b.p. Impact on profit before tax,
EUR ‘000
At 31 December 2020 +100 (476)

Natural gas price risk
The Group is exposed to a risk arising from changes in the natural gas purchase price. Changes are caused by various
fluctuations in global markets. In 2020, the Group did not take any measures to mitigate the natural gas price risk.

Concentration risk

The Company is exposed to significant concentration of credit risk, as the credit risk exposure is distributed among
the Company’s 10 major customers with trade receivables from them representing 94% of the Company’s total trade
receivables as at 31 December 2020 (31 December 2019: 94% ). However, in the event of loss of customers and lower
volumes of transported gas, the prices for gas transportation services would increase as per the Methodology for
determining the prices requlated by the State in the natural gas industry, approved by the NERC.

Fair value of financial assets and liabilities

Fair value is the price that would be received to sell an asset or paid to transfer a liability in an orderly transaction
between market participants at the measurement date.
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The Group's major financial assets and liabilities not carried at fair value are trade and other receivables, trade and
other payables, current and non-current loans granted and borrowings, and finance lease.

The following methods and assumptions are used by the Company to estimate the fair value of each class of
financial instruments:

a) The carrying amount of current trade and other amounts receivable, current trade and other amounts pay-
ables approximates their fair value (level 3);

b) The fair value of non-current loans granted and borrowings is measured using the interest rate that is cur-
rently available for borrowings with the same maturity profile and similar credit risk. The Company determined
that the fair value of interest-bearing non-current borrowing approximated their carrying amount (level 3).

26. RESTATEMENT OF COMPARATIVE FIGURES

Effects of change in accounting policy to recognition of revenue from connection of new consumers

Between 2018 and 2020, connection fees on connection of new consumers to the transmission network were rec-
ognised as the Company’s revenue immediately, i.e. as soon as a new consumer was connected to the transmission
system. Such accounting policy was based on the Company’s judgement that connection of a consumer is a sep-
arate performance obligation, as defined in IFRS 15 Revenue from Contracts with Customers. For this reason, on
adoption of IFRS 15, i.e. upon preparation of the financial statements for the period ended 31 December 2018, EUR
1,467 thousand of unamortised connection fees were recognised as retained earnings in the statement of changes
in equity.

As from 2020, connection fees on connection of new consumers are recognised as revenue over such period that
reflects the best estimate of customer relationship, as opposed to the previously applied revenue recognition
approach, when connection fees on connection of new consumers were recognised as revenue immediately.
In the opinion of the Company’s management, revenue from connection fees is linked directly to rendering of
transmission service by the Company in future periods when assets created by the Company will be utilised,
because the connection to the grid on its own, without future transmission services, does not provide benefit
to a customer.

For the purpose of the financial statements for the period ended 31 December 2020, a retrospective restatement
was made for certain line items. As a result of a retrospective restatement, the unamortised part of the connection
fee and additional connection fee paid under one specific contract with further amendments in total amount of
EUR 2,268 thousand as at 1January 2019 were recognised as a contract liability. The contract liability for 2019 was
reduced by EUR 825 thousand due to the re-assessed additional connection fee. Both aforementioned modifica-
tions of the contract were accounted for prospectively, since the contract included a single performance obligation
before and after the madifications, which involved rendering a series of transmission services.

Effects of restatement on the Group’s financial indicators is presented in the table below (effects on the Company's
comparative figures match the effects on the Group's comparative figures):
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CONSOLIDATED STATEMENT OF FINANCIAL POSITION
EUR'000

Non-current assets

Deferred tax assets

Equity

Retained earnings (loss)
Amounts payable and liabilities

Amounts payable after one year and non-current
liabilities

Contract liabilities

Amounts payable within one year and current
liabilities

Advance amounts received

CONSOLIDATED STATEMENT OF FINANCIAL POSITION
EUR'000

Non-current assets

Deferred tax assets

Equity

Retained earnings (loss)
Amounts payable and liabilities

Amounts payable after one year and non-current
liabilities

Contract liabilities

Amounts payable within one year and current
liabilities

Advance amounts received

As at 31
December
2019 (before
restatement)

209.346
3.069
137.854
1.485
118.275
54,075

64.200

17103

As at 1January
2019 (before
restatement)

208.912
367
131.242
(20.479)
116.490
57.688

58.802

10.099

Restate-
ment
effects

2

Al
(1.194)
(1.194)
1.405
137

131
34

34

Restate-
ment
effects

340
340
(1.928)
(1.928)
2.268
2.715

2.215
53

53

Effects on the Group’s consolidated financial performance is presented in the table below:
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As at 31
December
2019 (after

restatement)

209.557
3.280
136.660
10.291
119.680
55.446

1.37
64.234

17137

As at 31
January
2019 (after
restatement)

209.252
3.497
129.314
(22.407)
118.758
59.903

2.215
58.855

10.152
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CONSOLIDATED STATEMENT OF PROFIT OR LOSS Group Restatement Group
EUR ‘000 Year ended 31 effects Year ended 31
December 2019 December 2019
(before restate- (after restate-

ment) ment)
l. Revenue 54.756 863 55.619
. Operating profit 14.212 863 15.075
V. Profit before tax 13.87 863 14.734
VL. Income tax (2.033) (129) (2.162)
VI.2.  Deferred income tax (88) (129) (217)
VIl.  Net profit (loss) 11.838 134 12.572

Effects on the Group's consolidated cash flows is presented in the table below:

CONSOLIDATED STATEMENT OF CASH FLOWS Group Restate- Group
EUR ‘000 Year ended ment Year ended
31 December effects 31 December
2019 (before 2019 (after
restatement) restatement)
1. Net profit (loss) 11.838 734 12.572
1.6. Income tax expenses (benefit) 2.031 129 2.160
1.9 Amortisation of grants (deferred income) 661 (825) (164)
.15 Other amounts payable and current liabilities 3.451 (38) 3.413

2]. OFF-BALANCE SHEET COMMITMENTS AND CONTINGENCIES

Litigations

Currently, the Company has initiated two civil cases regarding the award of extra charge on the natural gas transmission
price related to natural gas supply security (the LNG terminal funds) from Achema AB. The Company acts solely as an
administrator of the LNG terminal funds and transfers the LNG terminal funds to their recipients only after collecting
them from the buyers, and accordingly, the Company does not incur credit risk arising from the disputed amounts.

In addition, litigation procedure is pending regarding the legitimacy of the decisions of the Company’s Procurement
Commission passed at the time of procurement of contract works for the gas interconnection between Poland and Li-
thuania (GIPL) project (procurement No. 381642). On 21 May 2020, the Lithuanian Court of Appeal passed a ruling, by which
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the decision of 28 February 2020 of Vilnius District Court was left unchanged (the outcome of the procurement was left
unchanged as well). The claimant has filed an appeal in cassation, which has been accepted and its hearing was held on 27
January 2071 at the Lithuanian Supreme Court. On 3 March 2021, the Lithuanian Supreme Court passed a ruling to repeal the
decision of Vilnius District Court of 28 February 2020 and the ruling of the panel of judges from the Division of Civil Cases of
the Lithuanian Court of Appeal of 21 May 2020, and to remit the case back to the court of first instance.

Commitments to purchase non-current assets

As at 31 December 2020, the Company and the Group had off-balance sheet contractual commitments to purchase
non-current assets for the amount of EUR 44.9 million (31 December 2019: EUR 1374 million). In 2020, amount of EUR
32.5 million from the total amount of commitments to purchase non-current assets represented commitments to the
contractors and equipment suppliers for the gas interconnection Lithuania-Poland (GIPL) project, 44.85% of which is
planned to be financed from the EU structural funds. In addition, the Company has a commitment to pay additional com-
pensation of EUR 54.9 million to GAZ-SYSTEM S.A for the construction of the gas interconnection Lithuania-Poland in the
territory of Poland. This amount is expected to be financed from the CEF (Connecting Europe Facility) funds representing
50% of the amount, whereas the remaining part will be included into the price of transmission services.

28. RELATED-PARTY TRANSACTIONS

As at 31 December 2020 and 2019, the parent company was EPS0-G UAB. The parent company of the latter was the Republic
of Lithuania, represented by the Lithuanian Ministry of Energy. For the purpose of disclosure of related-party transactions,
the Republic of Lithuania does not include central or local government authorities. Disclosure includes transactions and their
balances with EPS0-G Group companies, the subsidiary, all state-owned enterprises or entities under significant influence of
the state (transactions with such entities are disclosed separately only if the amount of the transactions exceeds EUR 100,000
per calendar year), management and their close family members. Alist of state-owned enterprises or entities under significant
influence, for which a disclosure of transactions is required, is available at: https://vkc.sipa.lt/apie-imones/vvi-sarasas/.

The Group's and the Company’s related parties as at 31 December 2020 and 2019 were as follows:

® the Company’s parent company EPS0-G, which is wholly owned by the Lithuanian Ministry of Energy;
EPSO-G UAB group companies:

o Litgrid AB (common shareholders};

® Tetas UAB (common shareholders);

© Baltpool UAB (common shareholders);

@ The Company's subsidiary GET Baltic UAB;
[gnitis Grupé UAB group companies:

® Energijos Skirstyma Operatorius AB;

® [gnitis UAB;
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® Ignitis Gamyba UAB;

@ Energetikos Paslaugy ir Rangos Organizacija UAB

Other state-owned enterprises:
© Klaipédos Nafta AB;

® State Enterprise Ignalina Nuclear Power Plant;

® Geoterma UAB;

© Other state-owned enterprises or entities under significant influence;

© Management.
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The tables below present the Company’s related-party transactions and their balances as at 31 December 2020 and 2019:

At 31 December 2020

EPSO - G UAB
TETAS UAB
Ignitis Gamyba UAB

Energijos Skirstymo
Operatorius AB

Ignitis UAB
Transporto Valdymas UAB
Klaipédos Nafta AB

State enterprise Ignalina
Nuclear Power Plant

Geoterma UAB

Other state-owned enterprises

Purchas-
es

130

7

188

544577
358
357292

73
90.958

Sales

1
387267
468

35.848%

75.205

Amounts

receiv-
able

2.068?
49

3.098?

5.345

Group

Borrow-
ings

7852

1.852

Amounts
payable

18

2.365

46937
4
7.2407

14.363

Finance
costs

69

69
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At 31 December 2019

EPSO - G UAB

TETAS UAB

Ignitis Gamyba UAB

Energijos Skirstymo Operatorius AB
Ignitis UAB

Klaipédos Nafta AB

State enterprise Ignalina Nuclear

Power Plant
Geoterma UAB

Other state-owned enterprises

At 31 December 2020

GET Baltic UAB

EPSO - G UAB

TETAS UAB

Ignitis Gamyba UAB

Energijos Skirstymo Operatorius AB
Ignitis UAB

Transporto Valdymas UAB
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Pur-
chases

108

2

8

178
58.329Y
67.7247

138
126.487

Pur-
chases

3.870"
130

16

2

188
29.601?
352

Sales

21653
941
417657
21)
2427

64.003

Sales

109"

1
19.063?
467
27.004?

Group
Amounts Borrow-
recei- ings
vable
- 6.452
2.037 -
84 -
4191 =
292) -
1o =
6.451 6.452
Company
Amounts Borrow-
recei- ings
vable
541)
= 7.852
2.068? =
49 -
3.097? -

Amounts
payable
2
1
12.242
2
49372
10.156?

21.367

Amounts
payable

312
18

1

4755
40

Finance
costs

Finance
costs

69

Klaipédos Nafta AB
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"The Company is a participant of the natural gas exchange operated by Get Baltic UAB and has entered into an
agreement on participation on the natural gas exchange. The agreement has standard terms ensuring equal rights
to participate on the exchange as those of other participants of natural gas exchange. The amount represents

purchases made via the exchange.

Zncluding the LNG terminal funds.
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0On 30 March 2017, the Company and GET Baltic UAB signed a loan agreement, based on which the Company could grant a
loan to GET Baltic UAB for maximum amount of EUR 200 thousand. The loan was subject to variable annual interest rate
linked to T-month EURIBOR plus a fixed margin of 1.5%. The loan was repaid in 2019.

There were no guarantees issued or received for payables to/receivables from related parties, the settlement term was
between 15 and 30 days. As at 31 December 2020, the Company neither formed nor recognised any impairment provisions
for amounts receivable from related parties.

Compensation to management

Group Company
2020 2019 2020 2019
Employment-related payments 539 674 455 618
Payments to Board members 38 26 38 26
571 700 493 644

The management of the Group and the Company is deemed to include the CEQ, the Technical Director, the Legal and Ad-
ministration Director, the Commerce Director, the Organisational Progress Director, and the Finance Director. No loans,
guarantees were issued nor were any assets transferred to the management of the Group and the Company.

Back to contents

o
29. NON-AUDIT SERVICES

In 2020, the audit firm of the financial statements provided tax and accounting consultation services for the
amount of EUR 3 thousand. In 2019, the audit firm of the financial statements provided no other services to the
Group and the Company.

30. CAPITAL MANAGEMENT

Under the Lithuanian Law on Companies, the Company is required to maintain its equity at no less than 50% of
its authorised share capital. In 2020 and 2019, the Company complied with this requirement. There were no other
internally or externally imposed capital requirements on the Company.

31. EVENTS AFTER THE END OF THE FINANCIAL YEAR

There were no events after the end of the financial year that might have significant impact on the Company's
financial statements before the date of approval of the financial statements.



